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1 INTRODUCTION

2 Q- Please state your name and business address.

3

4

My name is Elijah O. Abinah. My business address is 1200 West Washington Street,

Phoenix, Arizona, 85007.

5

6 Q- Where are you employed and in what capacity?

7

8

I am employed by the Utilities Division ("Staff') of the Arizona Corporation Commission

("ACC" or "Commission") as the Assistant Director.

9

10 Q- How long have you been employed with the Utilities Division?

11 I have been employed with the Utilities Division since January 2003 .

12

13 Q- Please describe your educational background and professional experience.

14

15

16

17

18

I received a Bachelor of Science degree in Accounting from the University of Central

Oklahoma in Edmond, Oklahoma. I also received a Master of Management degree from

Southern Nazarene University in Bethany, Oklahoma. Prior to my employment with the

ACC, I was employed by the Oklahoma Corporation Commission for approximately eight

and a half years in various capacities in the Telecommunications Division.

19

20 Q- What are your current responsibilities?

21

22

A.

A.

A.

A.

A. As the Assistant Director, I review submissions that are filed with the Commission and

make policy recommendations to the Director regarding those filings .
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1 Q- What is the purpose of your testimony?

2

3

The purpose of my testimony is to address the issue of system interconnection and rate

consolidation. In addition, will respond to the Company's proposed interconnectionI

4 and/or rate consolidation.

5

6 Q- What otherStaff members will be filing testimony?

7

8

9

Mr. Oleo will be filing testimony on Cost of Service. Mr. Iggie is filing testimony on

Revenue Requirement, Mr. Bozzo on Rate Base, Mr. Purcell on Cost of Capital and Mr.

Michlik on Rate Design.

10

11 RATE CONSOLIDATION/SYSTEM INTERCONNECTION

12 Q- Does Staff support rate consolidation and/or system interconnection?

13

14

15

Yes, in appropriate circumstances. Staff believes where and when it is technically and

financially feasible, rate consolidation and system interconnections should be considered

by the Commission.

16

17 Q- Can you please define rate consolidation and system interconnection?

18

19

20

21

22

23

Rate consolidation also known as Single Tariff Prices ("STP") is "the use of a unified rate

structure for multiple utility systems that are owned and operated by a single utility, but

that may or may not be contiguous or physically interconnected." Whereas, system

interconnection is when two or more systems or districts owned and operated by a single

utility are physically connected or tied together. When a system or district is

interconnected, in most instances, they share water sources, storage tanks, pipelines, etc .

24

A.

A.

A.

A.
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1 Q- When a company is physically interconnected, is it appropriate to have a STP?

2 Yes. Staff believes tha t ,  when a  company is  physica lly interconnected,  an STP is

3 appropriate.

4

5 Q- Please explain.

6

7

8

9

Staff believes that prior to rate consolidation, the Company should first consider whether

two or more systems can and should be physically interconnected. If interconnection is

technically and financially feasible, then the Company should interconnect and thereafter,

propose to consolidate the rates for those systems or propose an STP.

10

11 Q- Does a utility have to interconnect in order to have a rate consolidation or STP?

12 No. Staff believes that in some instances physical interconnection is not technically or

13 financially feasible, while rate consolidation may be.

14

15 Q- Did the Company propose consolidation in its Direct Testimony?

16 Yes. In its Direct Testimony, the Company did propose rate consolidation.

17

18 Q- Can you please briefly describe the Company's proposal?

19 Yes.

20

21

22

The Company is  proposing par t ia l consolida t ion and possible future system

interconnection for some of the systems. Based on the conversation with the Company,

the Casa Grande and Stanfield system as well as Casa Grande and Tierra Grande system

may be interconnected in the future.

23

24 Q- What is Staff's recommendation?

25

26

A.

A.

A.

A.

A.

A. S t a f f  r ecommends  t ha t  t he C ommiss ion a ppr oved t he C ompa ny' s  p r oposed r a t e

consolidation with some modifications. Staff further recommends that the Company file,
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1 in this docket as a compliance item, a detailed timeline by which the Company will

2 achieve interconnection of its systems where it is technically and financially feasible. In

3

4

addition, the Company should also file in this docket, as a compliance item, a

plan/timeline by which the Company will achieve a single rate structure for its entire

5 systems.

6

7 Q- Does rate consolidation and/or system interconnection have to be statewide?

8 No. Rate consolidation and/or system interconnection does not necessarily have to be

9 statewide. It could also be by region.

10

11 Q- Please explain.

12 The Commission can consider a statewide rate consolidation without taking into

Another13

14

consideration whether the system/district is physically connected or not.

alternative is to implement rate consolidation on a county-wide basis.

15

16 Q. Does Staff believe that rate consolidation and/or system interconnection is possible

17 for all systems/districts?

18 system interconnection is not technically or

19

No. Sometimes rate consolidation and/or

financially feasible.

20

21 Q- Should rate consolidation and/or system interconnection be considered based on the

22 type of services provided?

23 Yes. Staff believes that rate consolidation and/or system interconnection could be

24

25

26

A.

A.

A.

A.

considered just for the type of services provided. For instance, if there is to be a rate

consolidation, the Company could propose one set of rates for its water systems/districts

and another or different rates for its wastewater systems/districts.
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1 Q- Should the Commission establish, at a minimum, a set of criteria in considering rate

2 consolidation and/or system interconnection?

3 Yes. Staff believes that, at a minimum, the Commission should establish certain criteria

4 for rate consolidation and/or system interconnection.

5

6 Q- What criteria should be considered in recommending rate consolidation?

7 Staff believes that the following criteria should be utilized at the minimum:

8

9 • Public health and safety These issues come into play with small,  troubled water

10

11

12

13

14

15

16

systems that are not currently a part of a larger system. Small troubled systems often

need substantial investment to alleviate health or public safety issues such as water

quality. Upgrades to such systems can be significant and substantial and since this

may be spread over only a few customers, rates could increase drastically. One of the

most valuable outcomes of consolidated rates is that it allows the purchase of these

systems by larger, more stable companies who can in tum investment in the system to

address water quality.

17

18

19

Proximity and location - Proximity may help psychologically getting people to accept

single tariffs, but certainly is not a requirement.

20

21

22

Community of interest - Staff believes that prior to rate consolidation and/or system

interconnection, the Company should consider whether those districts/systems have a

23 common interest such as, schools, hospitals, recreational parks, churches, etc. If the

24

25

districts have such things in common, and it is technically and financially feasible,

then system interconnection could make sense, thereby justifying rate consolidation.

26

A.

A.
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1 • Economies of scale/rate case expense One area where there would be significant

2

3

4

5

economies of scale would be in the preparation of rate cases. Preparing, analyzing and

lit iga t ing the consolida ted cases  could be much more efficient  than processing

individual cases. Issues which have caused delays and added costs such as allocating

shared plant or other costs between districts could disappear as there would be only a

6 single number for rate base or expenses.

7

8 •

9

Price shock/mitigation - Price shock is an issue during the transition period and, in

reality, is relative to the prices people pay now. It is also important to remember that

10 there will be communities that clearly benefit from this and others that do not. For

11

12

13 I f  on t he other  ha nd,

14

15

example,  if a  small,  300 customer  system needed to make an investment of $1.0

million, each customer could face an increase of roughly a $50 per month, just to meet

the revenue requirement for  this  investment . we  ha d  a

consolidated tar iff and could spread that same revenue requirement over 100,000

customers, each customer would face an increase of only $0.15 per month.

16

17 •

18

19

20

21

22

23

24

Public policy - Public policy will be a key part  of tar iff consolidation.  There are

several examples of public policy driving regulatory decisions that differ from a purely

theoretical view on regulatory practices. Public policy on water conservation is one of

the key drivers behind the increasing block tariffs used to promote more efficient use

of water even though, in a traditional "cost of service" model, one might expect to see

the opposite pricing. Public policy is also behind the push to switch water use from

non-renewable groundwater  to renewable sources like surface water ,  even though

groundwater may be less expensive in the short term. The key public benefits related

to tariff consolidation include:25
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1 The oppol'tunity for efficient consolidation of small troubled water

2

3

4

5

companies, some of which may be some distance from other company's

current footprint.

The ability to minimize severe price shocks experienced by one or two

communities as a new facility or major upgrade is undertaken.

6

7 •

8

Other jurisdictions/municipalities .- Staff believes that the Commission should

examine how and if this issue is being addressed by other jurisdictions.

9

10 Q- How many rate making systems are within Arizona Water Systems?

11 Staff believes that for rate making purposes, Arizona Water has 17 systems. However,

12 physically, there are 22 independent water systems.

13

14 Q- Can you please briefly describe Arizona Water Systems?

15

16

Yes. Arizona Water systems are divided into three major groups or divisions, the

Northern, Eastern, and Western Group.

17

18 The Northern group consists of eight independent water systems :

19

20

21

22

23

24

25

26

27

•

•

•

•

•

•

1

•

Lakeside
Pinetop
Overgaard
Forest Towne
Sedona
Valley Vista
Pinewood
Rimrock

28

A.

A.

2.

1.
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1 The Easter group consists of eight water systems:

2

3
4

5

6

7

8

9
10

•

•

•

•

•

•

•

Superstition (Apache Junction and Superior)
Miami
Winkelman
San Manuel
Oracle
Sierra Vista
Bisbee

11 The Western group consists of six independent water systems :

12

13

14

15

16

17

•

•

•

•

•

Casa Grande (Tierra Grande)
Coolidge
Stanfield
Ajax
White Tanks

18

19 Q. Are any of the systems physically interconnected?

20

21

22

Yes. The Casa Grande and Coolidge are physically interconnected. In addition, the

Company, stated that in the future, the Casa Grande and Stanfield system and Casa

Grande and Tierra Grande system may be interconnected.

23

24 Q- Is the Company proposing to physically interconnect other systems?

25 No .

26

27 Q- Does Staff agree with the Company's proposal?

28

29

A.

A.

A. Yes.
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1 Q- Can the system be physically interconnected by groupings?

2 Yes. I will discuss this in detail later in my testimony.

3

4 Q- Should location and proximity of the system be the only deciding factor?

5 No. Staff believes other  factors such as cost  of interconnection,  and the terrain be

6

7

considered prior to physical interconnection. As sta ted ear lier  in my test imony,  the

Commission should consider other criteria in establishing or approving rate consolidation.

8

9 NORTHERN GROUP

10 Q. Is the Company proposing physical interconnection for any of its Northern Group?

11 No.

12

13 Q- Does Staff believe that it  is  technically feasible for Arizona Water Company to

14 physically interconnect some of its water systems in the Northern Group"

15 Yes. Based solely on proximity, some of the systems can be physically interconnected.

16

17 Q- Please explain.

18 As shown in Attachment 2, the distance between the systems in its Northern group is as

19 follows :

20

21

22

Lakeside to Pinetop Lake is 2.11 miles

Overgaard to Forest Town is 12 miles

Sedona to Pinewood is 5.14 miles23

24

25

Sedona to Valley Vista is 2.38 miles

Valley Vista to Rimrock is 6.34 miles

26

A.

A.

A.

A.

A.
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1 Q- Does Staff believe it is financially feasible to physically interconnect those systems?

2

3

No. Even though the systems may be close in proximity and distance,  Staff believes

because of the terrain it is not financially feasible to interconnect. The cost to interconnect

4 would outweigh the benefit.

5

6 Q- Did the Company propose a rate consolidation for the Northern Group?

7 Yes. The Company is proposing to partially consolidate Overgaard and Lakeside. Also,

8 the Company is proposing rate consolidation for Pinewood, Rimrock and Sedona.

9

10 Q- What factor(s) did Staff consider in analyzing the Company's proposal?

11 Staff considered factors such as economics of scale, rate mitigation, public interest, and

12 community of interest in making its recommendation.

13

14 Q- Can you please describe what partial consolidation is as proposed by the Company?

15

16

Par t ia l consolida t ion as  proposed by the Company will require the Commission to

es tab lish a  common monthly minimum cha r ge for  a l l  the sys tems  but  a  dif fer ent

17 commodity rate.

18

19 Q- What is Staff recommending?

20 Staff recommends full consolida t ion. S t a f f  bel ieves  t he mont hly minimum a nd

21 commodity rate should be the same.

22

23 EASTERN GROUP

24 Q- Is the Company proposing physical interconnection for any of its Eastern Group?

25 No.

26

A.

A.

A.

A.

A.

A.
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1 Q.

2

Does Staff believe that it is technically feasible, to physically interconnect any

systems in the Company's Eastern Group?

3 Yes. Based on proximity, some of the systems could be physically interconnected.

4

5 Q. Please explain.

6 As shown in Attachment 3, the distance between the systems in the Eastern Group is as

7 follows :

8

9 20 miles between Superstition and Miami

20.24 miles between Sierra Vista and Bisbee10

11

12 Q. Does Staff believe it is financially feasible to physically interconnect those systems?

13 No. Even though the systems are close in proximity and distance, Staff believes because

14 of the terrain it is not financially feasible to interconnect. The cost to interconnect would

15 outweigh the benefit.

16

17 Q. Did the Company propose a rate consolidation from the Eastern Group?

18 Yes. The Company is proposing to partially consolidate Superstition and Miami, in

19 addition, the Company is proposing to consolidate Sierra Vista and Bisbee.

20

21 Q- Can you please describe what partial consolidation is as proposed by the Company?

22

23

Partial consolidation as proposed by the Company will require the Commission to

establish a common monthly minimum charge for all the systems but a different

24 commodity rate.

25

A.

A.

A.

A.

A.
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1 Q. Wbat is Staff recommending?

2 Staff recommends full consolidation. Staff believes the monthly minimum and

3 commodity rate should be the same.

4

5 WESTERN GROUP

6 Q- Is the Company proposing physical interconnection for any of its Western Group?

7

8

No. Not in this case. According to the Company, in the near future they may physically

interconnect Stanfield and Casa Grande, and Tierra Grande and Casa Grande.

9

10 Q- Does Staff believe that it is technically feasible for any systems in the Western Group

11 to be physically interconnected?

12 Yes. Based on proximity, some of the systems could be physically interconnected.

13

14 Q. Please explain.

15 As shown in Attachment 4, the distance between Arizona Water Company's Western

16 Group is as follows:

17

18 Stanfield to Casa Grande is 3 miles

19 Casa Grande to Tierra Grande is 3.52 miles

20

21 Q- Does Staff believe it is financially feasible to physically interconnect those system?

22 Yes. Staff believes the benefit outweighs the cost. Based on the conversation with Staff

23

24

Engineer, it will cost approximately $750,000.00 to interconnect Stanfield and Casa

Grande and $1 million to physically interconnect Casa Grande and Tierra Grande.

25

A.

A.

A.

A.

A.
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1 Q- What is Staff recommending?

2 Staff recommends full consolidation. Staff believes the monthly minimum and

3 commodity rate should be the same.

4

5 Q- Does this conclude your Direct Testimony?

6 A.

A.

Yes it does.
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EXECUTIVE SUMMARY
SUNRISE WATER COMPANY

DOCKET NO. W-01445A-08-0440

Arizona Water Company (the "Company" or "AWC") is certificated by the Commission
to provide water service throughout Arizona. The Company currently provides water service to
approximately 83,000 residential, commercial and industrial customers. The Company's water
systems are grouped into the Northern, Eastern, and Western Groups. The Northern Group is
comprised of Lakeside, Overgaard, Sedona, Pinewood and Rimrock water systems, the Eastern
Group has Superior, Bisbee, Sierra Vista, San Manuel, Oracle, Wind<elman and Miami, and the
Western Group has Casa Grande, Stanfield, White Tandi, Ajo and Coolidge systems. The
Company's last rate increases were approved in Decision No. 64282, dated December 28, 2001,
for the Northern Group, Decision No. 66849 dated March 19, 2004, for the Eastern Group, and
Decision No.68302, dated November 14, 2005 for the Western Group.

On August 22, 2008, Arizona Water Company ("Company" or "AWC") filed a rate
application for each of its seventeen (17) water systems in Arizona. In aggregate, the Company
seeks a total rate increase of 315,441,290 over its adjusted test year revenues of $43,362,605, for
a total revenue requirement of $58,803,104 The Company's requested rate increase results in an
operating income of $14,500,051 or 9.81 percent rate ofretum on its adjusted Original Cost Rate
Base ("OCRB") 0f$147,744,646.

Also, the Company seeks Commission approval to implement a Purchased Power
Adjuster Mechanism ("PPAM"), a Purchased Water Adjuster Mechanism ("PWAM"), and a
Purchased Fuel Adjuster Mechanism ("PFAM") for all its water systems. The Company states
that if the Commission does not grant its requested adjuster mechanisms, the Commission should
authorize it to implement an Attrition Adjuster Mechanism ("AAM"), to reflect the impact of
inflation on its cost of service. Further, the Company is requesting Commission authority to
continue to implement its existing Central Arizona Project ("CAP") Hook-up Fee approved in
Decision No. 68302, for Casa Grande, Coolidge and White Tarlk water systems.

Staff recommends a total rate increase of 39,615,409 over Staff adjusted test year revenue
of $43,362,606, for a total revenue requirement of $52,978,015 Staffs recommended revenue
requirement results in a total operating income of $11,717,260 or a rate of return of 8.10 percent
on Staff" s adjusted OCRB of $144,657,521 Staff' s recommended revenue requirement is
$5,815,287 less than the Company's requested rate relief.

Staff has reviewed the Company's requested adjuster mechanisms, and the related AAM.
Staff finds that the Company did not provide any evidence showing its cost of service has been
negatively impacted by an extraordinary event or significant volatility. In this proceeding, the
Company offers the same reasons that were rejected by the Commission in its prior rate filings
for the Western and Eastern Groups, in Decision Nos. 68302 and 66849, respectively.
Accordingly, Staff recommends that the Commission deny the Company's requested adjuster
mechanisms or attrition mechanism.



Staff agrees with the Company that it is appropriate to continue to implement its existing
CAP Hook-up Fee for Casa Grande, Coolidge and White Tank water systems. Staff
recommends that the Company's CAP Hook-up Fee tariff be reevaluated in its next general rate
case for the Western Group or by December 31, 2012, whichever comes first.
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1 INTRODUCTION

2 Q- Please state your name and business address.

3

4

My name is Alexander Shade Iggie. My business address is 1200 West Washington

Street, Phoenix, Arizona 85007.

5

6 Q- What is your current employment position?

7

8

I am employed with the Utilities Division ("Staff') of the Arizona Corporation

Commission ("Commission") as an Executive Consultant III.

9

10 Q- Briefly describe your responsibilities as an Executive Consultant.

11

12

In my capacity as an Executive Consultant III, I perform complex financial analysis and

make recommendations to the Commission on rate base, revenue requirement and rate

13 I also provide

14

15

design for water, wastewater, electric and gas rate proceedings.

recommendations on financing, merger and acquisitions, sales of assets, issuance and

extensions of Certificates of Convenience and Necessity as well as other ancillary matters.

16

17 Q. Please describe your educational background and professional experience.

18 received a Bachelor of Science degree in Accounting

19

20

I from the University of Benin,

Nigeria and a Master of Information Systems Management degree from Keller Graduate

School of Management of Devry University. I am a licensed Certified Public Accountant

21

22

in the States of Arizona and Illinois. I have attended various training classes and courses

regarding regulatory audits, raternaking, and other utility related matters. In addition, in

23

24

my over nine years working for the Utilities Division, I have prepared Staff Reports and

and presented oral testimonies in several proceedings before the

25

A.

A.

A.

A.

pre-filed testimonies

Commission.



Direct Testimony of Alexander Shade Iggie
Docket No. W-01445A-08-0440 I
Page 2

1 PURPOSE OF TESTIMONY

2 Q. What is the purpose of your testimony in this proceeding?

3

4

I am presenting Staffs analysis and recommendations regarding Arizona Water

Company's ("AWC" or "Company") application for a determination of the current value

5 of its utility plant and property, and for increases in its rates and charges based thereon. In

6

7

addition, my testimony addresses the Company's proposed revenue requirement and its

requested adjuster mechanisms or attrition adjustment in this proceeding.

8

9 Q- What is the basis of your recommendations"

10 I reviewed the Company's filing and conducted a regulatory audit of its financial

11 statements and records to determine whether sufficient, relevant, and reliable evidence

12

13

14

15

exists to support its requested rate increase. The regulatory audit entailed examination and

testing of financial information, accounting records and other supporting documentation,

as well as verifying that the accounting principles applied by the Company were in

accordance with National Association of Regulatory Utility Commissioners ("NARUC")

16 Uniform System of Accounts ("USoA").

17

18 Q- How is your testimony organized in this proceeding?

19

20

21

22

23

24

First, my testimony provides an overview of Staff" s recommended revenue requirements

for the Company's tiled seventeen water systems, the consolidated systems, and each of

its water systems. Second, my testimony discusses each of Staff' s operating income

adjustments in general, and for water systems specifically impacted by an adjustment.

Finally, my testimony addresses issues raised in the Company's request for adjuster

mechanisms or attrition adjustment for its operations.

25

A.

A.

A.
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1 BACKGROUND

2 Q- Please provide a brief description of the Company.

3

4

5

6

7

8

9

10

11

12

13

Arizona Water Company is certificated by the Commission to provide water service

throughout Arizona. The Company currently provides water service to approximately

83,000 residential, commercial and industrial customers. The Company's water systems

are grouped into the Northern, Eastern, and Western Groups. The Northern Group is

comprised of Lakeside, Overgaard, Sedona, Pinewood and Rimrock water systems, the

Eastern Group has Superior, Bisbee, Sierra Vista, San Manuel, Oracle, Winkelman and

Miami, and the Western Group has Casa Grande, Stanfield, White Tank, Ago and

Coolidge systems. The Company's last rate increases were approved in Decision No.

64282, dated December 28, 2001, for the Northern Group, Decision No. 66849, dated

March 19, 2004, for the Eastern Division, and Decision No.68302, dated November 14,

2005, for the Western Group .

14

15 Q- Please provide an overview of the Company's reasons for requesting rate relief in

16 this proceeding.

17

18

19

20

21

22

23

24

25

26

A.

A.

The Company's witness, Mr. William M. Garfield, testifies at pages 5 and 6 of his direct

testimony, that its application for a rate relief was necessitated by significant capital

investments in plant additions as well as significant increases in operating and

maintenance expenses, since its prior rate filings for the Northern, Eastern and Western

Groups. The Company states that rising operating costs and significant capital

investments have impaired AWC's ability to generate sufficient revenues from its current

rates and charges, to cover cost of service and earn a reasonable rate of return on its

invested capital. Further, the Company claims that since its last rate filings, it has

experienced increased risk that would justify a higher rate of return on equity than

previously approved by the Commission in those proceedings. Finally, the Company



Direct Testimony of Alexander Shade Iggie
Docket No. W-01445A-08-0440
Page 4

1

2

3

4

states that although it was ordered by the Commission to file this rate application, as a

condition for approving its Arsenic Cost Recovery Mechanisms ("ARCM"), its significant

capital investment, increasing cost of service and inability to earn a reasonable rate of

return on invested capital, would still have compelled AWC to make this rate filing.

5

6 Q.

7

Is the Company seeking Commission approval of several adjuster mechanisms or an

attrition adjuster in this proceeding?

8 Yes. In addition to normal rate relief, the Company seeks Commission approval for

9 Purchased Power Adjuster Mechanisms ("PPAMs"), a Purchased Water Adjuster

10

11

12

13

14

15

16

Mechanisms ("PWAMs") and a Purchased Fuel Adjuster Mechanisms ("PFAMs") (not all

adjustors are requested for all water systems). Absent such approvals, the Company

requests that the Commission grant an Attrition Adjuster Mechanism ("AAM") that

reflects the prevailing Consumer Price Index ("CPI") in cost of service. The Company

contends that these mechanisms are necessary for timely recovery of its cost of service.

The Company's proposed adjuster mechanisms will be fully discussed in a subsequent

section of my testimony.

17

18 CONSUMER SERVICE

19 Q- Please summarize the Company's consumer service history.

20 Staff' s search of the Commission's database indicates that between 2006 and 2008, the

21

22

Company had several customer service issues regarding complaints, new service and

billing. Except for one complaint, all recorded issues have been resolved and closed.

23

24 Q. Has the Company published notice of its pending rate application?

25

26

A.

A.

A. Yes. On May 13, 2009, the Company docketed an "Affidavit of Publication" evidencing

that the prescribed Public Notice for this filing has been published twice in several
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1

2

3

4

newspapers of general circulation, within and around its affected water systems. A listing

of the newspapers and a copy of each publication were attached to the filed Affidavit as

Exhibit A. Also, a copy of the Public Notice was mailed directly to each customer of

record, as a bill insert, in the first billing cycle of March 2009.

5

6 Q- Did Staff review a sample of the Company's bill format?

7 Yes. Staff' s review indicates that the Company's bill format is compliant with Arizona

8 Administrative Code ("A.A.C.") § R14-2-409.B.2.

9

10 Q. Is the Company in good standing with the Corporations Division of the Commission?

11 Yes. Staff has confirmed that the Company is in good standing with the Corporations

12 Division of the Commission.

13

14 Q- Has the Company filed a Curtailment Tariff with the Commission?

15 Yes. Staffs research of the Company's record indicates that its curtailment tariff became

16 effective on July 23, 2004.

17

18 Q. Has the Commission approved a Cross-connection/Backilow Tariff for the

19 Company?

20 Yes. The Commission approved the Company's cross-connectioWbackflow tariff on

21 November 26, 1991.

22 K

23 REVENUE REQUIREMENT

24 Q- Please summarize the Company's proposed revenue requirement.

25

26

A.

A.

A.

A.

A. The Company proposes total revenue requirement of $58,803,104, which is $15,441,290

or 35.61 percent over its reported adjusted test year revenues of $43,362,605 The
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1

2

Company's proposal results in a total operating income of $14,500,051 or 9.81 percent rate

of return on an OCRB or FVRB of $147,744,646

3

4 Q- What is Staff recommending for revenue requirement?

5

6

7

8

9

Staff recommends total revenue requirement of $52,978,015, an increase of $9,615,409

over Staff" s adjusted test year revenues of $43,362,606 Staff" s recommended revenue

requirement is $5,815,287 less than the Company's proposal. Staffs recommended total

operating income is $11,717,260 resulting in an 8.10 percent rate of return on Staffs

adjusted OCRB of$144,657,521.

10

11 Q- Please provide an overview of Staff's recommended requirement.

12

A.

A. Staff s recommended revenue requirement is illustrated by Table A depicted below:



TABLE A
ARIZONAWATER COMPANY - REVENUE REQUIREMENT

WATER
SYSTEM

COMPANY
PROPOSED

STAFF
RECOMMENDED

Lakeside
Overgaard
Sedona
Pinewood
Rim rock

s
$
35
$
$

2,891,688
1,617,561
5,709,486
1,177,933
1,004,234

2,562,819
1,445,386
4,923,229
1,098,364

909,861

$
$
$
$
$

NORTHERN
GROUP $ 12,400,902 $ 10,939,659

Superstition
Miami
Winkleman
San Manuel
Oracle
Sierra vista
Bisbee

$
$
53
$
$
$
$

15,867,189
2,841,342

134,083
1,215,062
1,195,423
1,416,833
2,193,573

$
$
$
$
$
$
$

14,391,933
2,587,585

121,212
1,149,774
1,089,248
1,337,482
2,069,259

Eastern
Group $ 24,863,505 $ 22,746,691

Ajo
Casa
Grande
Coolidge
Stanfield
White Tanks

$

$

569,909

16,462,148

2,454,634
314,205

1,738,590

$
$
$

$

$

545,108

14,686,118

$
s
$

2,317,791
303,978

1 ,438,668
Western
Group $ 21 ,539,486 $ 19,291,663

Total
Company $ 58,803,893 s 52,978,015
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Page 7

1

2

3 Q. Has Staff recommended consolidated revenue requirement for some of AWC's water

4

5

6

7

8

systems?

Yes. Consistent with the Company's request, Staff recommends consolidated revenue

requirement for Lakeside and Overgaard, and Pinewood, Rimrock, and Sedona, in the

Northern Group, Superstition (previously consolidated Apache Junction and Superior

water systems) and Miami, as well as, Sierra Vista and Bisbee, in the Eastern Group, and

9

A.

Casa Grande, Coolidge and Stanfield, in the Western Group. Staffs analysis and



TABLE B
REVENUE REQUIREMENT FOR CONSOLIDATED WATER SYSTEMS
WATER
SYSTEM

COMPANY
PROPOSED

STAFF
RECOMMENDED

LAKESIDE & OVERGAARD
Lakeside
Overgaard
Total

$
$

2,891,688
1,817,561

$
35

2,562,819
1,445,386

$ 4,509,249 $ 4,008,205

PINEWOOD, RIMROCK & SEDONA
Pinewood
Rim rock
Sedona
Total

SUPERSTITION & MIAMI
Superstition
Miami
Total

SIERRA VISTA & BISBEE
Sierra Vista
Bisbee

$
$

1 ,416,833
2,193,573

$
$

1 ,337,482
2,069,259

Total $ 3,610,406 $ 3,406,741

CASA GRANDE, COOLIDGE & STANFIELD
Casa
Grande
Coolidge
Stanfield

16,462,148$

$
$

2,454,634
314,205

$ 14,686,118

$
33

2,317,791
303,978

Total $ 19,230,987 $ 17,307,888

$
$
$

1 ,177,933
1 ,004,234
5,709,486

1,098,364
909,861

4,923,229

$
33
$

$ 7,891 ,653 $ 6,931 ,454

$
$

15,867,189
2,841,342

$
$

14,391 ,933
2,587,585

$ 18,108,531 16,979,518$
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1 recommendations regarding the Company's proposed consolidations are fully discussed in

2 Mr. Abinah's testimony.

3

4 Q.

5

Please provide an overview of Staffs recommended revenue requirement for the

consolidated water systems.

6

7

The Company's proposed revenue requirement and Staff" s recommendation for each

consolidated water system is depicted on Table B shown below.

8

9

A.
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1 SUMMARY OF ADJUSTMENTS

2 Q- Please summarize the adjustments addressed in this testimony.

3

4

5

6

7

Staff" s analysis addresses the following operating income adjustments :

Source of Supplv Expenses

For the White Tank water system ("White Tank") only, this adjustment reduces source of

supply expenses to eliminate purchased water expense. This adjustment is not applicable

to the other 16 water systems

8

9

10

11

12

Pumping Expenses

This adjustment increases pumping expenses to reflect additional pumping power cost for

White Tank. This is a companion adjustment to Staffs recommendation to eliminate

purchased water expense for White Tank.

13

14

15

16

Water Treatment Expenses

For White Tank only, this adjustment increases water treatment-operation labor expense

for White Tank. This adjustment reflects additional cost of water treatment in lieu of

17 purchased water.

18

19

20

21

22

23

A.

Transmission and Distribution Expenses

For each of the 17 systems, this adjustment normalizes tank maintenance expense over a

three year period. In addition, this adjustment nonnalizes transmission and distribution

expenses for the Casa Grande water system ("Casa Grande") and Superstition water

systems ("Superstition").
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1

2

3

4

Depreciation Expenses

For each of the 17 systems, this adjustment reflects Staff" s recalculation of depreciation

expense based on Staff adjusted depreciable plant in service and the Company's proposed

depreciation rates.

5

6

7

8

Income Tax Expense

For each of the 17 systems, this adjustment reflects Staffs recalculation of test year

income tax expense.

9

10

11

Property Tax Expense

For each of the 17 systems, this adjustment reflects Staffs recalculation of test year

12 property tax expense.

13

14 OPERATING INCOME

REVENUES15

16 Q. Please state the Company's reported test year operating income.

17 The Company reports an adjusted test year operating income of $5,018,926

18

19 Q- What is Staffs adjusted test year operating income?

20

21

22

23

As shown on Schedule All-3 (Company), Staff recommends total adjusted test year

operating income of $5,92l,907, $902,981 over the Company's reported total operating

income of $5,()l8,926. The difference between Staff" s adjusted test year operating income

and the Company's reported operating income is due to the following adjustments.

24

A.

A.
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1 EXPENSES

2

3

Operating Income Adjustment No. 1 - Source of Supply Expenses

Q. What is the Company's adjusted test year source of supply expenses?

4

5

6

7

A. The Company reports a total of $2,139,819 for test year source of supply expenses. This

expense is comprised of $1,945,849 for purchased water expense and $193,970 for other

related expense. The Company's reported test year purchased water expense includes

$150,245 incurred for White Tank.

8

9 Q-

10

Did the Company provide any explanation for incurring purchased water expense

for the White Tank during the test year?

11 No. The Company did not provide any explanation for purchasing water for White Tank

12 during the test year. However, in its response to Staffs Data Request AII-11.8(a), the

13 Company states as follow:

14

15
16
17
18
19
20

"Although the Company did not purchase water from Arizona-
American Water Company in 2008, the Company maintains an
existing emergency connection with Arizona-American for the
purpose of providing water for each other on an emergency basis
order the terms and condition of an agreement dated December
81 1999. I))

21

22

23

24

Further, in its response to Staff Data Request AII-1 l.8(c), the Company argues that if it

cannot recover the test year cost of purchased water for White Tank, it should be allowed

to recover additional cost of pumping and treating the same quantity of water from its own

25 wells.

26

27 Q. Why did the Company purchase water for White Tank during the test year?

28

29

A.

A. Staff found that the Company purchased water for White Tank due to high levels of

arsenic contamination at some of its wells.
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1 Q. Has the Company constructed arsenic remediation facilities for White Tank?

2

3

Yes. The Company has constructed the Monte Vista Arsenic Treatment facility ("Monta

Vista") to remediate arsenic contamination in the White Tank's certificated area. As

4

5

6

shown on the Company's Schedule B-2, page 15 of 24, rate base adjustment JMR-l, the

Company proposes to include $1,926,242 of certain post test year plant in rate base. The

Company's proposal includes $1,274,012 for Monta Vista.

7

8 Q- Has Staff accepted the Company's proposal to include the costs of Monte Vista in

White Tank's rate base?9

10 Yes.

11

12 Q-

13

Has Staff accepted the Company's proposal to increase pumping power expense and

water treatment expense in lieu of test year purchased water expense?

14 Yes. Consistent with the Company's request, Staffs operating income adjustment Nos. 2

15

16

and 3 reflect Staffs recognition of additional pumping expense and water treatment

expense for White Tank.

17

18 Q-

19

Based on the above analysis, is it necessary to allow White Tank's recovery of

purchased water expense as a recurring cost of service?

20

21

22

23

24

No. It is no longer necessary for White Tank to continue to purchase water from Arizona-

American Water Company in its normal course of business. This conclusion is based on

the fact that the Company has installed arsenic treatment facilities for White Tank, and

Staff has recognized the related cost in rate base. As a result, White Tank has the ability

to produce and treat its distributed water to safe drinking water standards.

25

A.

A.

A.

A.
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l Q- What is Staff's recommendation regarding White Tank's purchased water expense"

2

3

As shown on Schedule AH-3 (White Tank), Staff recommends denial of $150,245 of

purchased water expense for White Tank.

4

5 Q- Please summarize your recommendation for test year purchased water expense.

6

7

8

In aggregate, Staff recommends 31,795,604 of purchased water expense for the Company.

As shown on Schedule AII-3 (Company), Staffs recommendation is $150,245 less than

the Company's proposal of $1,945,849

9

10

11

Operating Income Adjustment No. 2 - Pumping Expenses

Q, What is the purpose of this adjustment?

12

13

14

15

16

17

18

A. Staffs operating income adjustment No. 2 is a companion adjustment to Staffs

recommendation to eliminate purchased water expense from White Tank's cost of service.

This allows the Company to recover an estimated pumping power cost of an equivalent

quantity of test year purchased water for White Tank. This adjustment is consistent with

the Company's proposal in its response to Staffs Data Request All-ll.8(c). The

Company claims that if its test year purchased water expense is disallowed for White

Tank, as a non-recurring expense, AWC will be compelled to pump an equivalent quantity

from its wells.19

20

21 Q. How did the Company derive its proposed additional pumping expense for White

22 Tank?

23

24

25

The Company's proposed cost was derived based on average pumping power cost per

million gallons multiplied by quantity of water purchased during the test year. This

calculation results in an increase of $15,250 in White Tank's pumping power cost.

26

A.

A.

A.
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1 Q- Has Staff accepted the Company's proposal to increase White Tank's pumping cost?

2

3

Yes. Staff accepts the Company's proposal to increase White Tank's pumping power cost

by S15,250.

4

5 Q- Please summarize Staff's recommendation for test year pumping power expense.

6

7

8

9

10

As shown on Schedule AH-3 (Company), Staff recommends a total of $4,636,922

pumping power expense for the Company. Staffs recommendation reflects an increase of

$15,250 over the Company's adjusted test year expense of $4,621,672 As shown on

Schedule AII-6 (White Tank), Staff recommends $120,831 for pumping power expense,

$15,250overAWC's reported test year cost of$105,581.

11

12

13

Operating Income Adjustment No. 3 - Water Treatment Expenses

Q, Please state the Company's adjusted test year water treatment expenses.

14 A. The Company proposes a total of $1,779,451 for water treatment expenses.

15

16 Q-

17

Is Staff recommending any adjustment to the Company's proposed water treatment

expenses?

18

19

Yes. As previously discussed under summary of operating income adjustment, Staff is

recommending an increase for White Tank, in lieu of purchased water.

20

21 Q- What is Staff recommending for water treatment expenses?

22

23

24

25

As shown on Schedule All-3 (Company), Staff recommends total water treatment

expenses of $1,786,313 for the Company. Staff" s recommendation is $6,862 more than

the Company's proposal. As shown on Schedule AII-7 (White Tank), Staff recommends

$41 ,836 of water treatment for White Tank.

26

A.

A.

A.

A.
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1

2

Operating Income Adjustment No. 4 - Transmission and Distribution Expenses

Q. Please state the Company's proposal for transmission and distribution expenses.

3

4

5

6

A. The Company proposes a total of $6,105,141 for transmission and distribution expenses.

This account is composed of several sub-accounts, including accounts 672 for tank

maintenance, and transmission and distribution accounts 663 and 673, for meters and

mains, respectively.

7

8 Q-

9

Did the Company propose a pro forma adjustment to its recorded test year tank

maintenance expense?

10 Yes. The Company in operating income adjustment JMR-13, proposes to increase actual

11

12

13

14

15

test year tank maintenance expense from $426,082 to $630,229, an increase of $204,147.

The Company claims that its proposed increase reflects the projected cost of tank

maintenance program, on a going forward basis. Also, the Company argues that its

proposal is necessary to reflect increases in cost of tank maintenance since the last rate

cases for the Eastern, Wester and Northern Groups.

16

17 Q- What is the basis for the Company's projected tank maintenance cost?

18

19

20

The Company's prob ected tank maintenance cost was derived based on a single vendor's

(Certified Coating Inspections Inc) estimate of cost per square footage, for internal and

external tank maintenance. This estimate is generic, and does not represent a specific

21 quote for any water system or the entire Company.

22

23 Q- How did the Company calculate its proposed cost of maintenance?

24

25

26

A.

A.

A. The Company, in its response to Staff" s data request GTM-8.8, provided a worksheet

showing its calculation of projected tank maintenance cost. Based on the total square

footage of its tanks, the Company applied the unit costs provided by its vendor to derive
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1

2

3

4

5

6

estimated total cost of tank maintenance for each water system, without the impact of

inflation. Second, the Company multiplied the pure cost derived in the first step with an

inflation factor for each year, ranging from 2.67 percent in 2008, to as high as 48.61

percent in 2022. The result of this calculation was aggregated for each system and

averaged over a 15 year period, to derive the Company's proposed tank maintenance

expense in this proceeding.

7

8 Q~ Please comment on the Company's method for calculating its proposed tank

9 maintenance expense.

10

11

12

13

14

15

16

17

18

19

20

21

The methodology employed by the Company in estimating its projected tank maintenance

expense is flawed. Staff does not find that a unit cost obtained from a single vendor is

competitive or representative of market rate for tank maintenance. Therefore, it should

not constitute a reliable basis for deriving the Company's cost of tank maintenance.

Second, the Company deliberately overstated its proposed tank maintenance expense by

an inflation factor as high as 48.41 percent. The Company's assumption of rising rate of

inflation is not tenable in today's economy labeled by most economists as a recession.

Based on the facts available in today's economy, it is presumptive to assume any

inflationary trend over the next 15 years. Finally, the Company did not reflect time value

of money in its projected cost estimates. Based on these factors, the Company's

methodology does not present a basis for determining an appropriate cost of tank

maintenance in this proceeding.

22

23 Q- Does Staff usually recommend approval of a cost that is not known and measurable

in cost of service?24

25 No. The Company's projected tank maintenance expense is not based on known and

measurable cost.26

A.

A.
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1 Q- What does Staff find to be a better measure of the Company's tank maintenance

2 expense?

3

4

5

Staff reviewed the Company's incurred cost of tank maintenance from 2005 through 2007.

Staff observed that in most instances, the Company accrued more money than incurred for

tank maintenance during the referenced period. For example, the Company accrued a total

6 of $466,060 for tank maintenance during the test year, but expended $426,082. Also,

7

8

9

Staff found that the Company did not incur tank maintenance expense for all water

systems each year. Based on these findings, Staff has recalculated the Company's tank

maintenance expense based on a three year historic average of actual cost, incurred

10 between 2005 and 2007. Staffs calculation results in an average tank maintenance

11 expense of $448,090, $182,139 less than the Company's proposal.

12

13 Q-

14

Please explain why Staff's recommended normalized cost of tank maintenance is

more appropriate than the Company's projection cost.

15

16

First, it is based on the Company's most recently incurred cost of tank maintenance.

Second it compares favorably to the Colnpany's accrued cost of $466,060 and actual cost

17 of $426,082. Finally, Staffs calculation avoids inherent risk in the Company's

18 assumptions regarding unit cost of tank maintenance and projected rates of inflation.

19

20 Q- Please summarize Staff's recommendation for tank maintenance expense.

21 Staff recommends a total of $448,090 for tank maintenance expense. staffs

22 recommended tank maintenance expense for each water system is shown on Schedule AH-

23 8 for each water system.

24

A.

A.

A.
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1 Q- Is Staff proposing other adjustments to transmission and distribution expenses?

2 Yes.

3

4

Staff has made adjustments to transmission and distribution maintenance

subaccounts 663 and 673, for meters and mains, respectively. Staffs adjustments are

specific to Casa Grande and Superstition.

5

6 Q. Please explain the rationale for Staffs recommended adjustments to subaccounts 663

and 673.7

8

9

10

11

12

13

14

15

16

17

18

Staff observed, in the course of its audit, that Casa Grande and Superstition recorded

higher than nonna transmission and distribution test year costs, in accounts 663 and 673 .

From 2006 to 2007, Superstition doubled its costs for account 673, from $130,608 to

$259,368, while Casa Grande, increased its cost from $238,946 to $402,0l1. For account

663, Casa Grande recorded an increase of $l10,738, from $452,l64 to $562,900 during

the test year. Through audit inquiries, Staff found that Casa Grande had a major repair

during the test year. Based on these findings, Staff can only conclude that the Company's

recorded test year costs are not representative of nonna cost of repairs and maintenance

for transmission and distribution facilities. In other words, absent another unusual or

extraordinary damage to these facilities, it is unlikely that the Company will incur test year

similar cost levels for the maintenance of Casa Grande and Superstition's transmission

19

20

21

and distribution facilities. Therefore, Staff finds that it is appropriate to normalize the

reported test year costs for Casa Grande and Superstition's subaccounts 663 and 673 over

a three year period, from 2005 through 2007.

22

23 Q-

24

Did Staff observe any fluctuation in the maintenance costs of transmission and

distribution facilities for the other water systems?

25 Yes. Staff observed normal movement in transmission and distribution maintenance costs

26

A.

A.

A.

for other water systems and/or within other subaccounts. These observed shifts in costs do
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1

2

not represent a significant spike, as identified for subaccounts 663 and 673. It is therefore,

not necessary to normalize those accounts.

3

4 Q- What is Staff recommending for transmission and distribution expenses, subaccounts

5 663 and 673?

6

7

8

9

10

11

12

Staff recommends normalizing transmission and distribution expenses for subaccounts

663 and 673. For Casa Grande, Staff recommends $452,425 and $285,720 for accounts

663 and 673, respectively, a total of $738,144. For Casa Grande, Staffs recommendation

is $226,766 less than the Company's proposal of $964,910. For Superstition, Staff

recommends $239,397 for subaccount 663 and $161,596 for subaccount 673, a total of

$400,993. Staffs recommendation for Superstition is $111,412 less than the Company's

proposal of $512,405, for subaccount 673.

13

14 Q- Please summarize Staffs recommendation regarding operating income adjustment

15 No. 4.

16

17

18

19

Staff" s operating income adjustment No. 4 is depicted on Schedule AII-8. In general, it

reflects Staff" s recommendation to normalize tank maintenance expense for all systems.

In addition, it reflects Staff s recommendation to normalize transmission and distribution

expense -subaccounts 663 and 673, for Casa Grande and Superstition.

20

21

22

Operating Income Adjustment No. 5 - General and Administrative Expenses

Q. Did the Company propose a conservation adjustment for the Northern Group?

23 Yes.

24

25

26

A.

A.

A. The Company in income statement adjustment JMR-7 proposes to increase

administrative and general expense for the Northern Group by $308,70l, to recover

anticipated decline in revenues due to implementing its proposed "...conservation

oriented, three-tiered inverted block rate design, in this proceeding." Reiter page 18, line
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1 15. In other words, the Company claims that, because it has proposed a three tiered

2

3

inverted block rate design in this proceeding, it anticipates that customers will conserve

water, thus resulting in loss of revenues for the Northern Group.

4

5 Q- Did the Company provide any explanation for its proposed conservation

6 adjustment?

7

8

Yes. The Company claims that subsequent to implementing an inverted tier rate design

for the Western Group, per Decision No. 68302, it observed a decline in the average

9 monthly consumption of its residential customers. Based on this observation, the

10

11

Company has allegedly conducted a multiple regression analysis, controlled for

temperature and precipitation, to determine if the decline in consumption resulted from

12

13

14

15

16

17

18

19

20

21

implementing an inverted tier rate design for the Western Division. The Company states

that its analysis, presented in Exhibit JMR-4, proves "...that residential consumption does

in fact decrease when tier rates are in effect." Reiker at page 19, lines 22-24. As a result

of this hypothesis, the Company has forecasted an 8.7 percent decline in residential

customers' average consumption if the Commission approves its proposed tiered rates for

the Northern Group. The Company projects the anticipated decline in consumption will

result in a revenue loss of 3308,701 for the Northern Group. However, on page 20 of Mr.

Reiker's testimony, it appears that the Company admits that it did not consider all

variables that could have impacted consumption patterns, such as "...the responsiveness in

the quantity demanded to a change in price."

22

23 Q-

24

Please comment on the Company's proposal regarding the effect of implementing

inverted rates on residential consumption.

25

26

A.

A. As the Company rightly states, its statistical analysis did not explore all possible variables

that may have affected an average residential customer's water consumption when it
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1

2

3

4

5

6

7

8

9

10

11

implemented an inverted rate structure for the Western Group. For example, the Company

did not perform a study of price elasticity or the impact of socio-economic factors on

consumption within the Western Group. There are several variables that could have

contributed to what the Company alleges resulted solely from implementing an inverted

rate structure for the Western Group. Worse still, the Company's analysis is based on

records that may not be representative of the test year or the time when new rates will be

implemented for the Northern Group. Also, AWC's analysis did not incorporate any

savings, such as water treatment and pumping costs, associated with pumping and

distributing less quantity of water. Based on the observations, Staff finds that the

Company's analysis is not conclusive proof that tiered rates led to loss of revenues for the

water utility.

12

13 Q. Is AWC the only utility implementing Commission approved inverted tier rate

14 structure in Arizona?

15

16

No. The Commission has, over the years, implemented inverted tier rate structures for

many water utilities in Arizona.

17

18 Q.

19

Does the Commission grant conservation adjustments to water utilities for

implementing an inverted tiered rate structure?

20 No. Staff is not aware of any instance where the Commission has granted a conservation

21 adjustment to a water company for implementing tiered rates.

22

23 Q- What is Staff's recommendation regarding the Company's request for a

24 conservation adjustment for the Northern Group?

25 Staff recommends denial of the Company's proposal to increase cost of service by

26

A.

A.

A.

$308,701. The Company's hypothesis is at best speculative and does not prove that
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1 inverted tiered rate structure results in loss of revenues. As shown Schedule AH-3

2

3

4

(Company), Staff recommends denial of the Company's proposal to increase general and

administrative expenses by $308,701 for the Northern Group. This adjustment is shown

on Schedule All-9 for each of the Northern Group's water system.

5

6

7

Operating Income Adjustment No. 6 - Depreciation and Amortization Expense

Q, What is the Company's proposed depreciation and amortization expense?

8 A. The Company proposes a total of $8,047,578 for depreciation and amortization expense.

9

10 Q- Did the Company propose new deprecation rates in this filing?

11

12

13

Yes. The Company claims that its proposed depreciation rates are consistent with rates

approved by the Commission for the Easter and Wester Groups. The Company's

proposal is for the Phoenix Office, Meter Shop, and the Northern Group .

14

15 Q- Did Staff review the Company's proposed depreciation rates?

16 Yes. Staff finds that the Company's proposed depreciation rates for the Northern Group,

17 Phoenix Office and Meter Shop are consistent with recent Commission approved rates for

18 its other Groups.

19

20 Q-

21

Did Staff re-calculate depreciation and amortization expense based on the

Company's proposed new depreciation rates?

22

23

24

Yes. Staff recalculated depreciation expense by multiplying Staffs adjusted depreciable

plant in service by the Colnpany's proposed depreciation rate for each plant class. Staff' s

recalculation results in a total depreciation and amortization expense of $7,576,861 for the

25

A.

A.

A.

Company. As shown on Schedule AH-3 (Company), Staff recommends a total
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1

2

depreciation and amortization expense of $7,659,326 Staffs recalculated depreciation

and amortization expense is depicted on Schedule AII-10 for each system.

3

4 Q- What is Staff's recommendation for depreciation and amortization expense?

5

6

Staff recommends a total of $7,659,326 for depreciation and amortization expense. Staff s

recommendation is $388,252 less than the Company's proposal.

7

8

9

Operating Income Adjustment No. 7 - Income Taxes

Q, What is the Company proposing for federal income tax rate in this proceeding?

10

11

12

A. The Company proposes a federal income tax rate of 34 percent for all its water systems.

The Company utilized the same federal income tax rate for calculating federal income tax

expense for all classes of water system.

13

14 Q-

15

Does Staff agree with the Company that its corporate federal income tax rate be used

in this proceeding?

16

17

18

Yes. Staff recognizes that the Company pays income tax expense as a corporate entity.

Accordingly, it is appropriate to adopt its corporate federal income tax rate for calculating

income tax expense for each system.

19

20 Q-

21

Please explain the difference between the Company's proposed and Staff

recommended income tax expense in this proceeding.

22

23

24

25

A.

A.

A.

Staffs recommended test year income tax expense is different than the Company's

proposal, due to the effect of Staffs recommended operating income adjustments, and

application of different synchronized interest amounts in the calculation of income taxes.

For each system, Staff" s calculation of income tax expense is shown on Schedules All-2
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1

2

and AH-11. Staffs total recommended income tax expense is shown on Schedule AH-3

(Company).

3

4

5

6

Operating Income Adjustment No 8 - Property Tax Expense

Q, Did the Company adopt the Arizona Department of Revenue's ("ADOR") Centrally

Valued Properties methodology for calculating its reported property tax expenses?

7

8

Yes. The Company's proposed property taxes are based on an adaptation of ADOR

Centrally Valued Properties methodology.

9

10 Q-

11

Does the ADOR centrally valued methodology provide an acceptable basis for

determination of property taxes in Arizona?

12

13

14

15

16

17

18

19

20

Yes. Staff accepts the Company's use of an adaptation of ADOR's Centrally Valued

Properties methodology. However, the Company has adopted an assessment ratio of

23.00 percent for calculating property taxes. The Company's proposal does not

incorporate ADOR's current practice of employing declining assessment ratio for

calculating a utility company's assessment value. Staff finds that an assessment ratio of

22.50 percent, more appropriately reflects a normalized ratio for a three year period. This

is the period in which the revenue requirement approved in this proceeding will be in

effect. As shown on Schedule AII-12, Staff has adopted an assessment ratio of 22.50

percent for calculating the Company's property tax expense.

21

22 Q- What is Staff recommending for test year property taxes?

23

24

25

As shown on Schedule AII-3 (Company), Staff recommends a total test year property tax

expense of $2,343,559 for the Company. Staffs recommendation is $335,267 less than

the Company's reported test year expense of $2,678,826

26

A.

A.

A.
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1 ADJUSTER MECHANISMS/ATTRITION ADJUSTMENT

2 Q- What adjuster mechanisms is the Company seeking in this proceeding?

3 A.

4

5

6

7

8

The Company proposes retention of the PPAM for its Northern Group, and reinstatement

of a PPAM for its Eastern and Western Groups. In addition, the Company proposes

institution of a PFAM for all its water systems, and a PWAM for White Tank, Ago, San

Manuel, and Superstition. The Company states that if the Commission does not approve

its requested PPAM, PFAM and PWAM, the Commission should grant it an AAM to

mitigate rising cost of service.

9

10 Q.

11

Did the Commission reject the Company's recent requests for a PPAM and a PWAM

for the Eastern and Western Groups?

12 Yes. The Commission in Decision No. 66849 denied the Company's request for a PPAM

13

14

and PWAM for the Eastern Group. In Decision No 68302, the Commission rejected a

similar request for the Western Group .

15

16 Q-

17

Wby the did Commission deny the Company's request for continuance of a PPAM

and PWAM for the Eastern and Western Groups?

18

19

20

21

22

23

24

25

26

A.

A. As stated by Mr. Garfield, on page 15 of his direct testimony, the Commission rej ected the

Company's requested adjuster mechanisms for several reasons. The Commission found

that: (a) purchased power and purchased water do not result in a significant impact on the

cost of service for water utility companies, as they do not represent the largest costs, (b)

cost of purchased power and purchased water are not volatile, (c) adjuster mechanisms do

not provide utilities the incentive to seek cost reducing alternatives or practices, (d)

adjuster mechanisms do not provide sufficient safeguards to limit volatility to ratepayers,

(e) adjuster mechanisms could result in piecemeal ratemaking without consideration of all

other components of a full rate proceeding, and (D adjuster mechanisms are burdensome
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1 and not administratively efficient, and the related cost of administration could exceed

2 potential benefits.

3

4 Q-

5

What was the Commission's conclusion regarding the Company's request for

adjuster mechanisms for the Western Group?

6 A. The Commission in Decision No. 68302, page 45 - 46, stated as follows:

7

8
9

10
11
12
13
14
15
16
17

"There is a danger of piecemeal regulation inherent in aa§ustment
mechanisms. Because they allow automatic increases in rates
without a simultaneous review of the utility's unrelated costs,
aahustment mechanisms have a built-in potential of allowing a
utility to increase rates based on certain isolated costs when its
other costs are declining, or when overall revenues are increasing
faster than easts due to customer growth. Achustment mechanisms
should therefore be used only in extraordinary circumstances to
mitigate the effect of uncontrollable price volatility or uncertainty
in the marketplace, "

18

19 Also, the Commission found in Decision No. 68302, page 52, finding of facts No. 43, that:

20

21
22
23
24
25

"Based on the evidence presented, circumstances do not exist in
this case to justo the risks of piecemeal regulation inherent in
other Schuster mechanisms, and Arizona Water's Western Group
purchasedpower and purehased water aahuster mechanisms should
be discontinued. "

26

27 Q.

28

Has the Company provided any justification to deviate from the Commission's

findings in its most recent rate cases"

29 A.

30

31

No. Again, the Company argues the same factors widely rejected in its most recent cases.

It has failed to demonstrate any extraordinary cause, including volatility and magnitude of

cost of purchased water, purchased power or fuel, in justifying its requested adjuster

mechanisms or attrition mechanism.32
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1 Q- Has the Commission approved an adjuster mechanism for a water utility company in

2 recent proceedings?

3

4

5

6

No. As exemplified by the Company's prior filings for the Eastern and Western Groups,

the Commission has not approved any PWAM, PPAM or PFAM for a water utility

company in recent proceedings. Further Staff is not aware of any other water utility

currently implementing a PWAM, PPAM or PFAM in Arizona.

7

8 Q-

9

Did Staff witness, Mr. David C. Parcell, examine the Company's assertions regarding

potential financial consequences of rejecting its proposed adjuster mechanisms or an

attrition mechanism"10

11 Yes. Mr. Purcell concluded at pages 31 and 32 of his direct testimony, that Commission

12

13

14

15

approval of the Company's proposed AAM is not necessary for AWC to attract capital on

reasonable terms. Further, Mr. Parcels correctly observes that "...this Commission has

recently declined to continue the approval of certain automatic adjuster mechanisms for

several AWC operating divisions in recent cases."

16

17 Q- What is Staff recommending regarding the Company's proposed adjuster

mechanisms or an attrition mechanism?18

19

20

Staff recommends rejecting the Company's proposed PPAM, PWAM and PFAM for the

Eastern, Western and Northern Groups. Further, Staff recommends denial of the

21 Company's proposed AAM.

22

A.

A.

A.
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1 CAP HOOK-UP FEES

2 Q-
("CAP77)

3

Is the Company requesting continuance of its Central Arizona Project

Hook-up Fee tariff in this proceeding?

4 Yes. The Company is seeking retention of its current CAP Hook-up Fee tariff, approved

5 in Decision No. 68302, for Casa Grande, Coolidge and White Tank.

6

7 Q- Did the Company provide any reason why its CAP Hook-up Fee should be retained?

8

9

10

11

12

Yes. Mr. Reiker at page 5, line 27 of his direct testimony, states that the current "...slow

down in the housing market, uncertainty related to customer growth projections utilized in

the development of the current fees, and the fact that the fees have only been in place

since December 2005, lead the Company to believe that a more meaningful evaluation of

the CAP Hook-up Fees can be undertaken in the Company's next general rate case for the

13 Western Group.99

14

15 Q- Did the Commission order a review of the Company's CAP Hook-up Fee tariff in

16 this proceeding?

17

18

19

Yes. The Commission in Decision No. 68302, page 54, adopted Staffs recommendations,

including a reevaluation of whether the CAP Hook-up Fee should be continued,

eliminated or modified in this proceeding.

20

21 Q-

22

Has Staff evaluated the Company's request to retain its current CAP Hook-up Fee

tariff for the Casa Grande, Coolidge and White Tank systems?

23 Yes. Staff has evaluated the Company's argument for continuation of its CAP Hook-up

24

25

26

A.

A.

A.

A.

Fee, and the supporting data. Staff observed that while the Company may have over-

collected in Casa Grande and Coolidge during the test year, the decline in real estate

construction could result in under-collection in the immediate future. Staff notes that
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1

2

3

although the CAP Municipal & Industrial capital charge has been declining over the years,

the CAP capital cost has not been fully paid. Based on these factors, Staff believes that it

is necessary to retain the Company's CAP Hook-up Fee in this proceeding.

4

5 Q- What is Staff's recommendation regarding the Company's CAP Hook-up Fee tariff?

6

7

8

9

Staff recommends that the Commission authorize the Company to continue its existing

CAP Hook-up Fee tariff for Casa Grande, Coolidge and White Tank. Further, Staff

recommends that the Company's CAP Hook-up Fee tariff be reevaluated in its next

general rate case for the Western Group or by December 31, 2012, whichever comes first.

10

11 Q- Does this conclude your testimony?

12

A.

A. Yes.
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Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
Sedona

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION [Al [B] LC] [D]

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Facio/1
Revenue
Uncoliecible Factor (Line 11)
Revenues (LI - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE - LE)
Revenue Conversion Factor (L1 I Ls)

100.0000%
0.0000%

100.0000%
39.1920%
60.8080%

1644520859

7
B
g

10
11

Calculation of Uncollectible Factor'
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - L8 )
Uncollectible Rate
Uncollectible Factor (Le * L10 )

100.0000%
38.5989%
61 .4011%
0.0000%

0

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320°/o
34.0000%
0.3163088
38.5989%

18
19
20
21
22
23

100.0000%
385989%
61 .4011 %
0.9660%

0005931248

Calculation of Effective Propertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.1920%

24
25
26

$
$

1,379,263
526,671

Required Operating Income (Schedule AII-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating Income (L24 - L25) $ 852,592

27
28
29

$
$

485,978
(49,991)

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - Lea) $ 535,969

$ 4,923,229
0.0000%

30
31
32
33
34

$
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - Lea) $

35
36
37

s
$

115,587
102,042

Property Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
lncreasee in Property Tax Due to Increase in Revenue (All»12, L22) $ 13,544

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 1,402,105

Test Year

s
$
$
$

3,521,124
3,044,444

606,195
(129,515)
6.9680%

$ 1,402,105

STAFF
Recommended
$ 4,923,229
$ 3,057,988
$ 606,195
$ 1,259,046

6.9G80%
87,730

$
$

(120,490)
(9,025)

$
$

1,171,316

39
40
41
42
4 3
44
45
4 6
4 7
4 8
4 9
50
51
52

$ (40,967) $ 398,247

Calculation of Income Tax:
Revenue (Schedule Afl-3, Col.[C], Line 4 & Sch AIl~1, Col. IB), Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (Las - Las)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

(40,967)
(49,991)

$
$

398,247
485,978

53 Applicable Federal Income Tax Rate (Col. (D), L42 .. Col. (B), L42] / (Col. (C), L36 - Col. (A), L36] 34.00%

54
55
56

$
Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col. [C], Line (17))
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) $

17,027,937
3.56%

606,195



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-3
Sedona

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [0] [E]

LINE
n o . DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES.
$ $ $ $ 1,402,105 $Metered Revenues

Miscellaneous
Total Operating Revenues $

3,492,557
28,567

3,521 ,124 $ $

3,492,557
28,567

3,521 ,124 s 1,4o2, 105 $

4,894,662
28,567

4,923,229

$ $ $ $ s
7,247 7,247 7.247

2,397

OPERATING EXPENSES.'
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

518,834
2,626

129,182
319,722
400,194
323,108

2,838
541 ,077

2,344,827
(1 11534)
(109,237) $

518,834
2,626

129,182
319,722
402,590
323,108

2,838
529,443

2,235,589 $

518,834
2,e2e

129,182
319,722
402,590
323,108

2,8as
529,443

2,235,589

Depreciation and Amortization Expenses 731,033 (72,066) 658,967 658,967

Taxes

1
2
3
4
5
6
7
B
9

1 0
11
12
1 3
14
1 5
16
17
1 8
1 9
2 0
21
22
23
24
25
2 6
27
28
2 9
3 0

84,516
18,619

(23,795)

439,214
96,755
13,544

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
s
$

(125,482)
(27,643)
125,837
47,845
20,557

3,096,417
424,708

$
$
$

79,340
(101 ,964)
101,964

$
$
$

(40,967)
(9,025)

102,042
47,845
99,896

2,994,453
526,671

$
$
$

549,513
549,513
852,592

$
$
$

398,247
87,730

115,587
47,845

649,409
3,543,966
1 ,379,263

References:
Column [A]: Company Schedule C-1 Pg 10 of 11
Column [B]: Schedule All-4
Column [C]: Column [A] + Column [B]
Column [D]: Schedules All-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4
5
e
7
8

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
General 8. Administrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All-5
Schedule A1l-a
Schedule All-7
Schedule All-8
Schedule All-9
Schedule All-10
Schedule All-11
Schedule All-12

Arizona Water Com party - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule AII~4
Sedona

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS _ TEST YEAR

[A] IB) [Cl [D] [El [FI [G] IH] (ll IJ]

LINE
no. DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ#5 ADJ #6 ADJ *7 ADJ #s

STAFF
ADJUSTED

Onerarinc Revenues
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

s $ $ s s $ $ s $ $

s

2,500,253
957,571

315
7,e92

26,716
3,492,557 $ $ s $ s s s s $

2,500,263
957,571

315
7,692

26,715
3,492,557

Miscdtaneous
Total Operating Revenues $

28,567
3.521,124 s $ s s s s s s $

28,567
3,521,124

$ s s s $ s s $ $ s
7,247 7,247

2 397

OPERA TINGEXPENSES.
Source of supply Expenses

Purchased Water
Other

Pumping Expenses
PurchasedPower
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

518,834
2,626

129,182
319,722
400,194
323,108

2_aaa
641,077

2,344,827 $ s s $ 2.397 $
(111,634)
(111,634) s s $ s

518,834
2,626

129,182
319,722
402,590
323, 108

2,aa8
529,443

2,235,589

Depreciation and Amortization Expenses 731033 (72,066) 658,967

84,516
18,619

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

(23,795)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
i s
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

$

(125,452)
(27,643)
125,837
47,845
20,557 s $ s s s $ s 103,134 s (23,795) s

(40,967)
(9,025)

102,042
47,845
99,896

Total Operating Expenses
Operating Income (Income)

s
s

3,096,417
424,708

$
s

$
s

s
$

$
$

(223,258)
223,268

s
s

(72,066)
72,0e6__

$ 103,134
s (103,134)

$
$

(23,795)
23,795

$
_s

2,994,453
526,571 .J

x



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5

Sedona

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

LINE
n o .

1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED
$ _

7247
$ 7247

[B]
STAFF

ADJUSTMENTS
$ _

$ -

[C]
STAFF

RECOMMENDED
$ _

7,247
$ 7,247

References:
Col [A]: Company Schedeule C-1 Page 10
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule AII-6

Sedona

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

LINE
n o .

1
2
3
4

[B]
STAFF

ADJUSTMENTS
$

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

[A]
COMPANY
PROPOSED
$ 518,834

2,626
129,182
650,641 $ $

[C]
STAFF

RECOMMENDED
$ 518,834

2,626
129,182
650,641

References:
Col [A]: Company Schedeule C-1 Page 10
Col [512
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Sedona

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSE

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED

$ 319,722

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 319,722

Acct.
Calculation of Water Treatment Expense Adjustment

Company Staff
Recorded Adjustment

$
_Mo Operations Ledger
640 Water Treatment - Operations & Supervision
641 Water Treatment - Operations Chemicals
642 Water Treatment - Operations Labor & Expense

2,889
8,650

195,840

Staff
Recommended
$ 2,889

8,650
195,840

LINE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Maintenance Ledger
650 Water Treatment - Maintenance 8< Supervision
651 W ater Treatment - Mai ft Struct & Improver
652 Water Treatment - Maintenance 8 Equipment

Company Adjustment JMR-3, JMR-7 & JMR-14
Total

1 ,444 1 ,444

43,209
67,690

319,722 $ $

43,209
67,690

319,722

References:
Col [A]: Company Schedule C-1 Page 3
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Sedona

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED

$ 400,194

[B]
STAFF

ADJUSTMENTS
$ 2,397

[C]
STAFF

RECOMMENDED
$ 402,590

Normalization of Three Year Actual Tank Maintananace Expense
Year

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

$

Expense
26,689

100,044
6, 184

132,917

LINE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

44,306
41 ,909
2,397

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C}: Col, [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-9
Sedona

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE AND GENERAL EXPENSES

LINE
no.
1

DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED
$ 641,077

[B]
STAFF

ADJUSTMENTS
$ (111 ,634)

[C]
STAFF

RECOMMENDED
$ 529,443

References:
Col [A]: Company Schedule C-1 Page 10
Col [B]: All Testimony Reverses JMR-7 "Conservation Revenue Recovery Expense"
Col [CII Col. [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Sedona

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION EXPENSE

LINE
no .

1
DESCRIPTION
Depreciation and Amortization Expense

[A]
COMPANY
PROPOSED

s 731,033

[B]
STAFF

ADJUSTMENTS
$ (72,068)

[C]
STAFF

RECOMMENDED
$ 658,967

OPERATING INCOME ADJUSTMENT # . DEPRECIATION EXPENSE

[A]

Line
No.

ACCT
no. DESCRIPTION

PLANT IN SERVICE
BALANCE

[BI
STAFF

DEPR PLANT
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

Plant In Service
301 Organization Cost
302 Franchise Cost

$ 55
935

2,297
86,659

495,853

$ 55
935

2,297
85,669

495,853

0.00% $
000%
0.00%
0.00%
0.00%

3,522,752
3,805

70,727
2,184,914

223

3,522,752
3,805

70,727
2, 184,914

223

110,262

2,o2s
128,473

9

175,915
1,121,209

112,947
1,272,723

16,783,001
620,948

2,864,133
563,966

1,456,462

175,915
1 ,121 ,209

112,947
1 ,272,723

16,783,001
620,948

2,864,133
563,966

1 ,456,462

4,398
32,067

25,454
300,416
12,419
68,166
25,660
26,508

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
2G
27
28
29
30
31
32

303
310
310
310
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390
390
391
393
394
395
396
397
398

Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant - Land
Water Treatment Structures and Improvements
Water Treatment Equipment
Transmission and Distribution - Land
Storage Tanks
Transmission and Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
intentionally Left Blank

A
140,328
161,155
513,006
26,271

102,399
11,864
19,970

160,471
30,738

140,328
161,155
513,006
26,271

102,399
11,864
19,970

160,471
30,738

3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1 .79%
2.00%
2.38%
4.55%
1 .82%
0.00%
2.50%

20.00%
B.S7%
5.00%
4.00%
5.00%
6.57%
6.67%
3.33%

3.508
32,231
34,218

1,314
4,096

593
1,332

10,703
1,024

33
34
35

$ $ $ 824,873Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

32,505,736
702,561

31 ,803,175 $

32,505,736
702,561

31 ,803,175

36
37
38
39

$ 6,396,542
2.5937%

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [Col. (C), L29 - L34]

$
$

165,906
658,967



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-11
Sedona

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
no.

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

$

[A]
COMPANY
PROPOSED

(125,482)
(27,643)

(153,126)

[B]
STAFF

ADJUSTMENTS
$ 84,516

18,619
103,134$ $ $

[C]
STAFF

RECOMMENDED
$ (40,967)

(9,025)
(49,991)

References:
Col [A]: Company Schedule C-1 Page 10
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Com party - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Sedona

OPERATING INCOME ADJUSTMENT no. 8 .. PROPERTY TAXES

$ $

$
$

3,521,124
2

7,042,248
3,521 ,124

10,563,372
3

3,521 ,124
2

7,042,248

$

$

3,521,124
2

7,042,248
4,923,229

11,965,477
3

3,988,492
2

7,976,985

$
$

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 16)

7,042,248
22.5%

1,584,506
6.4400%

$

7,976,984.67
22.5%

1,794,822
6.4400%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 102,042
125,837

18
19
20
21

$ (23,795)Staff Test Year Adjustment (Line 16-Line 17)
Property Tax - staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

115,587
102,042
13,544

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

13,544
1,402,105

0.9660%



ARIZONA WATER COMPANY

NORTHERN GROUP :

RIMROCK
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Arizona Water Company . Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
Rimrock

GROSS REVENUE CONVERSION FACTOR

LINE
NO. DESCRIPTiON [Al LB1 [Cl L01

1
2
3
4
5
G

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 . L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE - L4)
Revenue Conversion Factor (L1 I Ls)

100.0000%
0.0000%

100.0000%
39.4075%
G0.5925%

1 650370162

7
8
g

10
11

Calculation of Uncollectible Factor:
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Faetor (LE ' L10 )

100.0000%
3B.59B9%
61 .4011%

00000%
0

12
1 3
14
15
1 6
1 7

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
696B0%

930320%
340000%
0 3163088
3B.5989%

1 8
1 9
20
21
22
2 3

100,0000%
3B.5989%
61 .401 1 %

1 .3170%
0008086528

Calculation of Effective Property Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effective Properly Tax Factor (L 21 ' L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.4075%

24
25
26

$
$

187,676
(55,833)

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating Income (L24 - L25) $ 243,509

27
28
29

$
s

66,127
(86,952)

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 . L28) $ 153,078

$ 909,851
0.0000%

3 0
31
8 2
3 3
34

$
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uneollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 Las) $

35
36
37

$
$

25,363
20,070

Property Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
lncreasee in Property Tax Due to Increase in Revenue (All-12, L22) s 5,293

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 401,880

Test Year

$
$
$
$

507,981
650,766

82,485
(225,270)
69680%

$ 401 ,880

STAFF
Recommended

$ 909,861
$ 656,059
$ 82,485
$ 171 ,318

6.9680%
11,937

s
$

(209,573)
(15,697)

$
$

159,381

3 9
4 0
41
4 2
4 3
44
4 5
4 6
4 7
4 8
4 9
5 0
51
5 2

$ (71 ,255) $ 54,189

Calculation of Income Tax:

Revenue (Schedule All-3, Col[C], Line 4 8. Sch. All-1, Col. [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L38 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 89%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

(71,255)
(86,952)

$
$

54,189
66,127

53 Applicable Federal Income Tax Rate [CoL (D), L42 Col. (Bl, L42] / [CoL (c). Las - Col. (A). Las] 34.00%

54
55
56

$
Calculation of Interest Svnchronization:
Rate Base (Schedule BKB-1, Col. [C], Line (17))
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) $

2,316,986
3.56%

82,485



Arizona Water Company Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-3
Rimrock

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] (EI

LINE
no. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ $ $ 401,880 $

REVENUES."
Metered Revenues
Miscellaneous

Total Operating Revenues $

499,520
8,461

507,981 $

499,520
8,461

507,981 $ 401,880 $

901 ,400
8,461

909,861

$ $ $ $ s
1 ,425 1 ,425 1 ,425

43,401 43,401 43,401

24,368
201 ,774

73,189
61 ,306

537
118,572
524,571

(3,719)

OPERA TING EXPENSES.
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

WaterTreatment Expenses
Transmissionand Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $ $
(19,820)
(23,539) $

24,368
201 ,774

69,470
61 ,306

537
98,752

501 ,032 $

24,368
201 ,774
69,470
61 ,306

537
98,752

501 ,032

Depreciation and Amortization Expenses 124,861 $ (8,618) 121,243 121,243

Taxes

1
2
3
4
5
G
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

12,180
2,eaa

(7,121)

125,444
27,634

5,293

Federal Income Taxes
Stale Income Taxes
Properly Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

(83,435)
(18,380)
27,191

8,420
(66,204)
583,228
(75,247)

$
$
$
$
$
$
$

7,743
(19,414)
19,414

$
$
$

(71 ,255)
(15,697)
20,070

8,420
(58,461 )

563,814
(55,833)

$
$
$

158,371
158,371
243,509

$
$
$

54,189
11,937
25,363
8,420

99,910
722,185
187,676

References:
Column [A]: Company Schedule C-1 Pg. 11 of 11
Column [B]: Schedule All»4
Column [C]: Column [A] + Column [B]
Column [D]: Schedules All-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4

5
6
7

B

Source of Supply
Pumping Expense
Water Treatme t Expenses
Transmission & Distribution Expense
General 8 Administrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All-5
Schedule All6
Schedule Alz-7
Schedule All-8
Schedule All-9
Schedule All-10
Schedule All-11
Schedule All-12

Arizona Water Company - Rimmed Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-4
Rlmrcck

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS TEST YEAR

[Al IB] [Cl fox IE] [FI [GI IH] I l l (JI

LINE
NO. DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ #5 ADJ #6 ADJ #7 ADJ #B

STAFF
ADJUSTED

OperafrnaR;v_e_nues
Residential
Commercial
Industrial
Private Flre Service
Other Water Revenues

Total WaterRevenues

$ 471523
17,845

s s s S s $ s s $ 4?1523
17845

s

51
10,101

499,520 $ s s s s $ s s $

51
10,101

499520

Miscellaneous
Total OperatingRevenues $

e,4e1
507,981 s s s s s s s $ s

8.461
507,981

s s $ s s s s s $ s
1,425 1,425

43,401 43,401

(3,719)

OPERA TING EXPENSES .
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

24,368
201,774
73,189
e1,306

537
118,572
524,571 s s s s (3,719) s

(19,820)
(19,820) s s s s

24,368
201,774
59,470
61.306

537
98,752

501,032

Depreciation and Amortization Expenses 124,861 (3,61B) 121,243

12,180
2 683

(7,121)

1
2
3
4
5
6
7
e
g

10
11
12
13
14
15
16
17
18
19
2 0
2 1
2 2
2 3
2 4
2 5
b e
27
2 8
2 9
3 0
31
32
33
34
35
35
37

Taxes

Fedora! Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes $

(83,435)
(18,380)
27,191
s.420

(66,204) s s s s s s s 14,563 s 47,121) $

(71,255l
(15,597)
20,070
e,420

(58,461 )

Total Operating Expenses
Operating Income (Income)

$
s

5B3,22B
(75,247)_

s
s

s
s

s
s

s
s

(7,438)
7 438

s
s

(39,540)
39,640

s
$

(3,618)
3.618

$ 14,863
s (14,853)

s
$

(7,121)
7,121

s
s

5631814
(55,B33)



Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5
Rim rock

OPERATING INCOME ADJUSTMENT no. 2 _ PUMPING EXPENSES

[B]
STAFF

ADJUSTMENTS
$

LINE
n o .

1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED
$ _

1425
$ 1425 $

[C]
STAFF

RECOMMENDED
$ _

1,425
$ 1,425

References:
Col [A]: Company Schedeule C-1 Page 11
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Rim rock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6

Rimrock

OPERATING INCOME ADJUSTMENT no. 2 _ PUMPING EXPENSES

LINE
no.
1
2
3
4

[A]
COMPANY
PROPOSED
$ 43401

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ 43,401

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

24,368
67,769 $ $

24,368
67,769

References:
Col [A]: Company Schedeule C-1 Page 11
Cal [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Rim rock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Rimrock

OPERATING INCOME ADJUSTMENT no. 3 . WATER TESTING EXPENSE

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 201,774

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 201 ,774

Acct.
n
640
641
642

Operations Ledger
Water Treatment - Operations 8< Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

566 $
2,079

167,256

Staff
Recommended
$ 566

2,079
167,256

650
651
652

284 284

LINE
n o.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16

Maintenance Ledger
Water Treatment - Maintenance 8< Supervision
Water Treatment - Mai ft Struct & Improver
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-4, JMR-7 & JMR-14
Total $

8,473
23,116

201,774 $ $

8,473
23,116

201 ,774

References:
Col [A]: Company Schedule C-1 Page 11
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Schedule All-8Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Rimrock

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION

[A]
COMPANY
PROPOSED
$ 73,189Transmission and Distribution Expenses

[B]
STAFF

ADJUSTMENTS
$ (3,719)

[C]
STAFF

RECOMMENDED
$ 69,470

Normalization of Three Year Actual Tank Maintananace Expense
Year Expense

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

L I NE
n o .

1
2
3
4
5
6
7

8
g

1 0
1 1
1 2
1 3
1 4

$

Normalized Three Year Average (2003 cost adopted. No cost from (2004-2007)
Company Proposed
Staff Adjustment

$
$
$

92
3,811

(3,719)

References:
Col [A]: Company Schedule C-1 Page 11
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Rim rock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Rimrock

OPERATING INCOME ADJUSTMENT no. 5 I ADMINISTRATIVE AND GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative 8< General Expenses

[A]
COMPANY
PROPOSED
$ 118572

[B]
STAFF

ADJUSTMENTS
$ (19,820)

[C]
STAFF

RECOMMENDED
$ 98,752

References:
Col [A]: Company Schedule C-1 Page 11
Col [B]: All Testimony, Reversal of JMR-7 "Conservation Revenue Recovery Expense".
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Rimrock

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION EXPENSE

LINE
no.

1
DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 124,861

[B]
STAFF

ADJUSTMENTS
$ (3,618)

[C]
STAFF

RECOMMENDED
$ 121 ,243

OPERATING INCOME ADJUSTMENT # . DEPRECIATION EXPENSE
[A]

Line
No. DESCRIPTION

PLANT IN SERVICE
BALANCE

[B]
STAFF

DEPR. PLANT
BALANCE

[Cl
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

$ 10 $ 10 000%
000%
0.00%
000%
0.00%

$

392
14,202
13,011

392
14,202
13,011

508,148
1 ,644
4,633

413,467

508,148
1.644
4.633

413,467

15,905

133
24,312

916
9.614

36,630
336,138

3,431
206,750

2,296,620
31,516

694,652
71 ,768
51 ,223

36,630
336,138

3.431
206,750

2,296,620
31,516

694,652
71,768
51,223

4.1 as
41,109

630
16,533
3.265

932

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

ACCT
M

Plant In Service
301 Organization Cost
302 Franchise Cost

303 Other Intangibles
310 Water Rights
310 Other Source of Supply Land
310 Wells - Other
314 Wells
320 Pumping Plant Land
321 Pumping Plant Structures& Improvements
325 Electric Pumping Equipment
328 Gas Engine Equipment
330 Water Treatment Plant - Land
331 Water Treatment Structures and Improvements
332 Water Treatment Equipment
340 Transmission and Distribution .. Land
342 Storage Tanks
343 Transmission and Distribution Mains
344 Fire Sprinkler Taps
345 Services
346 Meters
348 Hydrants
389 General Plant Land
390 General Plant Structures
390 Leasehold Improvements
391 Office Furniture s. Equipment
393 Warehouse Equipment
394 Tools, Shops, and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment
- intentionally Left Blank

48,697
19,476
66,254

835
14,785

296
8,902

36,519
729

48.697
19.476
66,254

835
14,785

296
8,902

36,519
729

3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.B8%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.B2%
0.00%
2.50%
5.59%
8.67%
5.00%
4.00%
5.00%
s.e1%
5.67%
3.33%

1,217
1,283
4,419

42
591
15

594
2,436

24

33
34
35

$ $ $ 128,106Subtotal General
Less: Non- depreciable Accouni(s)
Depreciable Plant (L29-L30) $

4,880,730
19,679

4,861,050 $

4,880,730
19,679

4,861 ,050

$ 260,411
2.6354%

36
37
38
39

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amorlizaiion of CIAC (L32 x L33)
Depreciation Expense - STAFF [Col. (C), L29 - L34]

$
$

6,863
121,243



Arizona Water Company - Rim rock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Rimrock

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
n o .

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

[A]
COMPANY
PROPOSED
$ (83,435)

(18,380)
$ (101 ,815)

[B]
STAFF

ADJUSTMENTS
$ 12, 180

2.683
14,863$

IC]
STAFF

RECOMMENDED
$ (71 ,255)

(15,697)
$ (86,952)

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year Deeember 31, 2007

Schedule All-12
Rim rock

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAXES

$ $

$
$

$

507,981
2

1,015,962
507,981

1,523,943
3

507,981
2

1,015,962 $

507,981
2

1 ,015,962
909,861

1 ,925,823
3

641 ,941
2

1283,882

$
$

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

1,015,962
22.5%

228,591
8.7800%

$

1,283,882.23
22.5%

288,874
8.7800%

16
17

Staff Proposed Property Tax Expense (Line 14
Company Proposed Property Tax

*Line 15) $ 20,070
27,191

18

19
20
21

$ (7,121)Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

25,363
20,070
5,293

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

5,293
401,880
1.3170%



ARIZONA WATER COMPANY

NORTHERN GROUP:

PINEWOOD
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Arizona Water Company - Pinewood Water System
Docket No. W-01445A~08-0440
Test Year December 31, 2007

Schedule All-2
Pinewood

GROSS REVENUE CONVERSION FACTOR

LINE
n o . [Al 1B1 [Cl LDS

1
2
3
4
5
6

DESCRIPTION
Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE - L4)
Revenue Conversion Factor (LI I L5)

1000000%
00000%

100.0000%
39.3578%
606422%

1 .649016638

7
8
9

1 0
11

Calculation of Unto//ecfib/e Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE ° L10 )

100.0000%
38.5989%
51 4011 %

0.0000%
0

12
1 3
1 4
1 5
1 6
1 7

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 L13)
Applicable Federal Income Tax Rale (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100,D000%
6.96B0%

93.0320%
340000%
0.31630B8
385989%

1 8
1 9
2 0
21
22
2 3

100.0000%
38.5989%
61 .4011%

1 .2360%
0.007589178

Calculation of Effective Properfv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effeclive Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.3578%

24
25
26

$
$

148,016
117,149

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule AII~3, Line 40)
Required Increase in Operating Income (L24 - L25) $ 30,867

27
28
29

$
$

52,153
32,749

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 L28) s 19,404

s 1 ,098,364
0.0000%

3 0
31
3 2
3 3
3 4

$
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectibie Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33) $

s
$

39,469
38,840

35
36
37

Property Tax with Recommended Revenue (All-12, L19)
Properly Tax on Test Year Revenue (All-12, L 16)
lncreasee in Property Tax Due to Increase in Revenue (All-12, L22) $ 629

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 50,901

Test Year

$
$
$
$

1 ,047,463
897,565

65,054
84,844

6.9680%

$ 50,901

STAFF
Recommended

$ 1 ,09B,364
$ 898, 194
$ 65,054
$ 135, 115

6.96B0%
5,912

$
9.415

3 9
4 0
41
4 2
p a
4 4
4 5
4 6
4 7
4 8
4 9

$
$

78,932
s

125,700

$ 26,837 $ 42,73850
51
52

Calculation of Income Tax:

Revenue (Schedule All-3, Col.[C], Line 4 & Sch. All-1, Col. [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable income (L36 - La7- L38)
Arizona State Income Tax Rate
Arizona income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second leone Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 . $100,000) @ 34%
Federal Tax on Fourth income Bracket ($100,001 - $335_000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal income Tax
Combined Federal and Stale Income Tax (L35 + L42)

$
$

26,837
32,749

$
$

42,738
52,153

53 Applicable Federal Income Tax Rate [CoI. (D), L42 - Col. (B), L42] I [Col. (C), L36 - Col (A), L36] 34.00%

$54
55
56

Calculation of Interest Svnchronizafion:
Rate Base (Schedule BKB-1, Col. [DD
Weighted Average Cost of Debt (Schedule DCP-1 )
Synchronized Interest (L45 x L46) $

1 ,827,362
3.56%

65,054



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-3
Pinewood

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] [E]

LINE
no . DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES;

$ $ $ $ 50,901 $Metered Revenues
Miscellaneous

Total Operating Revenues $

1,040,603
6.860

1 ,047,463 $ $

1 ,040,603
e_8e0

1 ,047,463 $ 50,901 $

1 ,091 ,504
6,860

1 ,098,364

s s s $ $
3.239 3,239 3,239

84,846 84,846 a4,84e

1 ,587

OPERATING EXPENSESJ
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

56,303
33,840

173,376
123,433

1 ,188
243,746
729,971

(28,351 )
(26,764) $

56,303
33,840

174,963
133,433

1 ,188
215,395
703,207 $

56,303
33,840

174,963
133,433

1 ,188
215,395
703,207

Depreciation and Amortization Expenses 132,206 5.956 138,162 138,162

Taxes

1
2
3
4
5
6
1
8
9

1 0
11
12
1 3
14
1 5
16
17
1 8
1 9
2 0
21
22
2 3
24
2 5
2 8
27
2 8
2 9
3 0

8,887
1,958

(2,510)

15,901
3,503

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

17,950
3,954

41 ,350
17,357
B0,S11

942,788
104,675

$
$
$

8,335
(12,474)
12,474

$
$
$

26,837
5,912

38,840
17,357
88,946

930,314
117,149

$
$
$

19,404
19,404
31 ,496

$
$
$

42,738
9,415

39,469
17,357

108,979
950,347
148,016

References:
Column [A]: Company Schedule C-1 Pg 11 of 11
Column [B]: ScheduleAll-4
Column [C]: Column (A] + Column [B]
Column [D]: Schedules All-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4
5
6
7
B

Sourceof Supply
Pumping Expense
Water Treatment Expenses
Transmission 8. Distrib ton E sense
General 8 Adminlstratlve
Depreciation Expenses
income Taxes
Properly Taxes

Schedule All-5
Schedule All-6
Schedule Al!-?
Sched Le Al18
Schedule Al1-Q
Schedule AII»10
Sched Le AlI-1 1
Sched Ia All12

Arizona Water Company - Pirlewnod Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-4
Plnewood

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS TEST YEAR

[Al [B] IC] [D] [E] IF] III IH! m IJ]

LINE
no. DESCRIPTION

COMPANY
ASFILED ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ #5 ADJ #6 ADJ #7 ADJ #B

STAFF
ADJUSTED

szncarimauamzu;
Rosldnmlal
Commcrclll
maunnnl
PrlvdeFlre Sandi
CMMWltll Rlvenuas

Total Wim Rlvnnues

$ s S s s s s s $ s

$

1,015,253
22,880

507
179

1.784
1040503 $ s s s s s s s $

1015,253
22,880

507
t 79

1,784
1.040.603

Miseellaneous
Total Operating Revenues $

6.a60
1,047,463 s s s s s s s s $

6.860
1,047,463

s s s s s s s $ s s
3,239 3.239

a4_a4e s4,846

1.587

OPERA T.wG EXPENSEs
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission andDistribution Expenses
Customer Accounting Expenses
Sales Expense
Administrativeand GeneralExpenses

Total Operation and Maintenance Expense s

56,303
33,B40

173,376
133,433

1_1es
243,748
729,971 s s s s 1.5a? s

(281351 I
(28,351 ) s s s s

56.303
33,840

174,963
133,433

1.188
215,395
703,207

Depreciation and AmortizationExpenses 132,206 5.956 138,162

8.887
1,958

Taxes
Federal lnoome Taxes
State Income Taxes
Property Taxes
Other

TotalTaxes

(2,510)

1
2
3
4
5
6
7
e
9

10
11
12
13
14
i s
16
17
18
19
20
21
Z2
23
24
25
26
27
pa
29
t o
31
o z
33
34
35
as
37

s

17950
3954

41,350
17,357
80,611 s s s s S s $ l0,B45 s (2,510) s

26,837
5.912

as.840
17,357
813,946

Total Operating Expenses
Operating Income {income}

s
s

942,788
104,675

s
s

s
s

s
s

s
s

3.174
(3,174)

s
s

(56,702)
56 702

$
_s

5.956
(5,956)

s
s

1o,a4s
(10,845)

s (2,510)
..s. 2,510

s
s

930,314
117,149



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5
Pinewood

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

LINE
n o .

1
2
3

[B]
STAFF

ADJUSTMENTS
as

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED
$ _

3239
$ 3239 $

[C]
STAFF

RECOMMENDED
$ _

3,239
$ 3,239

References:
Col [A]: Company Schedeule C-1 Page 11
Col [BIZ
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6

Pinewood

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

LINE
no .

1
2
3
4

[A]
COMPANY
PROPOSED
$ 84,846

[B]
STAFF

ADJUSTMENTS
S

[C]
STAFF

RECOMMENDED
$ 84,846

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

56,303
141,149 $ $

56,303
141,149

References:
Col [A]: Company Schedeule C-1 Page 11
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Pinewood

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED

$ 33,840

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 33,840

Acct.

M

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

$640
641
642

Operations Ledger
Water Treatment - Operations 8< Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor 8 Expense

1 ,300
345

20,041

Staff
Recommended
$ 1,300

345
20,041

L I N E
n o .

1
2
3
4
5
6
7
8
9

1 0
1 1
1 2
1 3
1 4
1 5

650
651
652

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struct 8¢ lmprovemt
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-4 & JMR-7
Total

651 651

$

19,440
(7,937)
33,840 $ $

19,440
(7,937)

33,840

References:
Col [A]: Company Schedule C-1 Page 11
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-8
Pinewood

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

[A]
COMPANY

DESCRIPTION PROPOSED
Transmission and Distribution Expenses $ 173,376

[B]
STAFF

ADJUSTMENTS
$ 1,587

[C]
STAFF

RECOMMENDED
$ 174,963

Normalization of Three Year Actual Tank Maintananace Expense
Year Expense

1 ,794Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

$
48,572
50,366

LINE
no.

1
2
3
4
5
6
7
8
9
10
11
12
13
14

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

16,789
15,202
1,587

References:
Col [A]: Company Schedule C-1 Page 11
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Pinewood

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE AND GENERAL EXPENSES

LINE
no.

1
DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED

$ 243,746

[B]
STAFF

ADJUSTMENTS
$ (28,351)

[C]
STAFF

RECOMMENDED
$ 215,395

References:
Col [A]: Company Schedule C-1 Page 11
Col [B]: All Testimony Reversal of JMR-7 "Conservation Revenue Recovery Expense"
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-10
Pinewood

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION EXPENSE

LINE
no.

1
DESCRIPTION
Depredation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 132,206

[B]
STAFF

ADJUSTMENTS
$ 5,956

[C]
STAFF

RECOMMENDED
$ 138,162

OPERATING INCOME ADJUSTMENT # » DEPRECIATION EXPENSE
[A]

Line
No DESCRIPTION

PLANT IN SERVICE
BALANCE

[B]
STAFF

DEPR. PLANT
BALANCE

[Cl
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

Service

ACCT

Plant In
301
302

$ 19 $ 19 0.00%
0.00%
000%
0.00%
0.00%

$

844
30,517
69,342

844
30,517
69,342

1,033,216
95

39,970
390,985

1,033,216
95

39,970
390,985

32,340

1,143
22,990

192
722

6.663
37,815

326
19,100
6.932
2,339

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
18
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

303
310
310
310
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
3B9
390
390
391
393
394
395
396
397
398

Organization Cost
Franchise Cost
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8¢ Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant - Land
Water Treatment Structures and Improvements
Water Treatment Equipment
Transmission and Distribution - Land
Storage Tanks
Transmission and Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
intentionally Left Blank

7,s7s
25,238
18,146

333,128
2,112,563

16,323
802,504
152,356
128,531

2,858
16,396
3B,821

132,073
1,165

21,238
117

4,516
22,053

213

7,676
25,238
18,146

333,128
2,112,563

16,323
802,504
152,355
128,531

2,858
16,396
38,821

132,073
1.165

21,238
117

4.515
22,053

213

a. 13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

50.00%
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

410
19,411

8,809
58

850
6

301
1,471

7

$ $33
34
35

5,400,903
52,479

5,348,424
$ 161,884

Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $ $

5,400,903
52,479

5,348,424

36
37
38
39

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x Las)
Depreciation Expense - STAFF [Col. (C), L29 - L34]

$ 783,751
3.0268%

$
$

23,722
138,162



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Pinewood

OPERATING INCOME ADJUSTMENT no. 7 _ INCOME TAXES

LINE
n o .

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes $

[A]
COMPANY
PROPOSED
$ 17,950

3,954
21,904 $

[B]
STAFF

ADJUSTMENTS
$ 8,887

1,958
10,845 $

[C]
STAFF

RECOMMENDED
$ 26,837

5,912
32,749

References:
Col [A]: Company Schedule C-1 Page 11
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Pinewood

OPERATING INCOME ADJUSTMENT no. 8 , PROPERTY TAXES

$ $

$
$

$

1 ,047,463
2

2,094,926
1,047,463
3,142,389

3
1,047,463

2
2,094,926 $

1 ,047,463
2

2,094,926
1,098,364
3,193,290

3
1,064,430

2
2,128,860

$
$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 16)

2,094,926
22.5%

471,358
8.2400%

$

2,128,859.86
22.5%

478,993
8.2400%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 38,840
41,350

18

19
20
21

$ (2,510)Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

39,469
38,840

629

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

629
50,901

1.2360%



ARIZONA WATER COMPANY

NORTHERN GROUP :

OVERGAARD
LAKESIDE
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ARIZONA WATER COMPANY

NORTHERN GROUP :

OVERGAARD
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Arizona Water Company .. Overgaard Water System
Docket No. W-01445A~08~0440
Test Year December 31, 2007

Schedule All-2
Overgaard

GROSS REVENUE CONVERSION FACTOR

LINE
NO DESCRIPTION [Al LB1 LC1 LDS

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncolleeible Favor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (La - L4)
Revenue Conversion Factor (L1 ILL)

100.0000%
0.0000%

100.0000%
39.4010%
60.s990%

1 .650192907

7
8
9
10
11

Calculation of Uncollectible Facto/1
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
38.5989%
61 .4011 °/o

0.0000%
0

12
1 3
14
15
16
1 7

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L18)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and Stale Income Tax Rate (L13 +L16)

100.G000%
6.9680°/o

93.0320%
34.0000%
03163088
38.5989%

1 8
1 9
20
21
22
2 3

100.0000%
38.5989%
61 .4011%

1 .3064%
0.008021442

Calculation of Effective Pronertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.4010%

24
25
26

$
$

268,523
414,540

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All~3, Line 40)
Required increase in Operating Income (L24 - L25) $ (146,017)

27
28
29

$
$

94,613
186,404

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col, (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) s (91.791)

$ 1 ,445,386
0.0000%

3 0
31
3 2
3 3
34

$
s

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue Io Provide for Uncollectible Exp. (L32 Las) $

35
36
37

$
$

62,943
66,091

Property Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (AH-12, L 16)
Inereasee in Property Tax Due lo Increase in Revenue (All-12, L22) $

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) s

(3,148)

(240,956)

Test Year

3 9
4 0
41
4 2
4 3
4 4

$
$
$
$

1 ,686,342
1 ,085,398

118,017
482,927
6.9680%

s

STAFF
Recommended

(240,956) $ 1,445,388
$ 1 ,082,250
$ 118,017
$ 245.118

6,9680%
17,080

s
$

449.276
33,650

$
$

228,0384 5
4 6
4 7
4 8
4 9
5 0
51
5 2

$ 152,754 $ 77,538

Calculation of Income Tax:

Revenue (Schedule All-3, CoI.[C], Line 4 & Sch. All-1, Col. [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L87- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L85)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 .. $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,0000 @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

152,754
186,404

$
$

77,533
94,613

53 Applicable Federal Income Tax Rate [Col. (D), L42 - Col. (B), L42] / [Col (C), L36 - Col. (A), L36] $ 152,753.91 3400%

54
55
56

$
Calculation of /nferest Synchronization:
Rate Base (Schedule BKB-1, col. [C], Line (17))
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) s

3,315,094
3.56%

118,017



Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 81, 2007

Schedule All-3
Overgaard

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] [E]

LINE
no. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST VEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES!
$ $ $ $ (240,956) $Metered Revenues

Miscellaneous
Total Operating Revenues $

1 .661 ,920
24,422

1 ,686,342 $ $

1 .661 ,920
24,422

t ,686,342 $ (240,956) $

1 ,420,964
24,422

1 ,445,386

$ 58
4,378

$ $ 58
4,378

$ $ 58
4,378

71,171 71,171 71,171

(13,251)

OPERATING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and GeneralExpenses

Total Operation and Maintenance Expense $

43,941
14,733

237,473
207,198

446
279,673
859,072 $

(51 ,977)
(65,228) s

43,941
14,733

224,222
207,198

44s
227,696
793,844 $ $

43,941
14,733

224,222
207,198

446
227,696
793,844

Depreciation and Amortization Expenses 214,780 (12,073) 202,707 202,707

Taxes

1
2
3
4
5
G
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

25,993
5,728

932

(75,221)
(16,570)

(3,14B)

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

126,761
27,924
65,159
22,756

242,600
1 ,316.452

369,890

$
$
$

32,651
(44,649)
44,649

$
$
$

152,754
33,650
66,091
22,756

275,251
1 ,271 ,802

414,540

$ (94,939)
$ (94,939)
$ (14G,017)

$
s
$

77,533
17,080
62,943
22,756

180,312
1,176,863

2GB,523

References:
Column [A]: Company Schedule C-1 Pg 10 of 11
Column [B]: Schedule All-4
Column (Cl: Column [A] + Column [B]
Column [D]: Schedules All-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ an DESCRIPTION REFRENCES
1
2
3
4
5
e
7
B

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
General 8» Administrative
Depreciation Expenses
Income Taxes
property Taxes

Schedule All-5
Schedule All-6
Schedule All-7
Schedule All-8
Schedule All-9
Schedule All-10
Schedule AH-11
Schedule All-12

Arizona Water Company - Overgaard Water System
Docket No. W01445A-08-0440
Test Year December 31, 2007

Schedule All-4
overgaard

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS _ TEST YEAR

tAl IB] [Cl [D] IE] [F] [G] [HI Ill IJ]

LINE
no. DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ #5 ADJ #6 ADJ *7 ADJ #B

STAFF
ADJUSTED

Oneretfno'Revenues:
Residential
Commercial
Industrial
PrivateFire Service
Other Water Revenues

Total Water Revenues

s 1,521,187
129,575

s $ s s $ s s s s 1,521,187
129,575

s

1,195
9983

1,681,920 $ s $ $ $ s s s s

1.195
9,963

1,661,920

Miscellaneous
Tote! Operating Revenues s

24,422
1,686,342 s s $ s s s s s s

24,422
1,686,342

$ 55
4,a7a

s s s $ $ s s s s 58
4,a1a

71,171 71,171

(13,251 )

93594 naG EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and MaintenanceExpense s

43,941
14,733

237,473
207,198

446
2791573
B59,072 5 s s $ (13,251) s

(51,977)
(51,977) s s s $

43,941
14,733

224,222
207,198

446
227,696
793,844

Depreciation and Arrlortizatuon Expenses 214,780 (12073) 202,707

25993
5.726

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

932

1
2
3
4
5
6
7
8
9

10
11
12
l a
14
15
16
17
18
19
20
21
22
2a
24
25
26
27
28
29
30
31
32
ea
as
35
36
37

$

126,761
27,924
65,159
22*75e

242,600 $ $ $ s s s s 31719 s 932 s

152,754
33,550
66,091
22,7se

275,251

Total OperatingExpenses
Operating Income (Income)

s 11315,452
359,890

s
s

$
s

$ _

.$ . -

$
s

(26,502)
26,502

s
s

(103,954)
103,954

$ (12.0731
$ 12.073

s 311719
s (31,719)

s 932

19221.

s
s

1,271,802
414.540



Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5

Overgaard

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

[B]
STAFF

ADJUSTMENTS
$

LINE
no.

1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses $

[A]
COMPANY
PROPOSED
$ 58

4378
4436 S $

[C]
STAFF

RECOMMENDED
$ 58

4.378
4,436

References:
Col [A]: Company Schedeule C-1 Page 10
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6

Overgaard

OPERATING INCOME ADJUSTMENT no. 2 _ PUMPING EXPENSES

LINE
NO.

1
2
3
4

[A]
COMPANY
PROPOSED

$ 71 ,171

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ 71,171

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

43,941
115,112 $ $

43,941
115,112

References:
Col [A]: Company Schedeule C-1 Page 10
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Overgaard

OPERATING INCOME ADJUSTMENT NO 3. - WATER TREATMENT EXPENSE

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED

$ 14,733

[B]
STAFF

ADJUSTMENTS
$ -

[C]
STAFF

RECOMMENDED
$ 14,733

Acct.

M

Company
Recorded

Staff
Adjustment
$640

641
642

Operations Ledger
Water Treatment - Operations & Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense

1,069
6,009
8,181

Staff
Recommended
$ 1,069

6,009
8,181

LINE
n o.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

650
651
652

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struck & Improver
Water Treatment - Maintenance & Equipment
Company Adjustments JMR-3, JMR-4 & JMR-7
Total

5,340 5,340

$

4,364
(10,230)
14,733 $ $

4,364
(10,230)
14,733

References:
Col [A]: Company Schedule C-1 Page 10
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-8
Overgaard

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED

$ 237,473

[B]
STAFF

ADJUSTMENTS
$ (13,251)

[C]
STAFF

RECOMMENDED
$ 224,222

Normalization of Three Year Actual Tank Maintananace Expense
Year

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

L I NE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
1 3
1 4

$

Expense
3,057

413
9,778

13,248

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

4,416
17,667

(13,251)

References:
Col [A]: Company Schedule C-1 Page 10
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Overgaard

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE AND GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED

$ 279,673

[B]
STAFF

ADJUSTMENTS
$ (51 ,977)

[C]
STAFF

RECOMMENDED
$ 227,696

References:
Col [A]: Company Schedule C-'I Page 3
Col [B]: All Testimony Reversal of JMR-7 "Conservation Revenue Recovery Expense".
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Overgaard

OPERATING INCOME ADJUSTMENT no. s . DEPRECIATION EXPENSE

LINE
no .

1
DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 214,780

[B]
STAFF

ADJUSTMENTS
$ (12,073)

[Cl
STAFF

RECOMMENDED
$ 202,707

OPERATING INCOME ADJUSTMENT # .. DEPRECIATION EXPENSE

[A]

Line
No. DESCRIPTION

PLANT IN SERVICE
BALANCE

[B]
STAFF

DEPR. PLANT
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

$ 26 s 26 $

1,085
116,245
15,826

1,085
116,245
15,826

0.00%
0.00%
000%
0.00%
000%

577,081
600

36,187
551,633

577,081
600

36,187
551,633

18,063

1 ,0s5
32,436

166
58,825
29,568

665,214
5,538,714

38,262
1 ,691 ,014

225,602
630,571

166
58,825
29,568

665,214
5,538,714

38,262
1 ,691,014

225,602
630,571

4
1,682

13,304
99,143

765
40,246
10,265
11,476

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

ACCT
no.

l§it"lE'Senice
301 Organization Cost
302 Franchise Cost

303 Other Intangibles
310 Water Rights
310 Other Source of Supply Land
s to Wells - Other
314 Wells
320 Pumping Plant Land
321 Pumping Plant Structures & Improvements
325 Electric Pumping Equipment
328 Gas Engine Equipment
330 Water Treatment Plant - Land
331 Water Treatment Structures and Improvements
332 Water Treatment Equipment
340 Transmission and Distribution - Land
342 Storage Tanks
343 Transmission and Distribution Mains
344 Fire Sprinkler Taps
345 Semices
346 Meters
348 Hydrants
389 General Plant Land
390 General Plant Structures
390 Leasehold improvements
391 Office Furniture 8< Equipment
393 Warehouse Equipment
394 Tools, Shops, and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment

Intentionally Left Blank

A
225,338
52,508

261,748
235

58,727
547

3,810
113,536
12,340

225,338
52,508

261,748
235

58,727
547

3,810
113,536
12,340

a. 13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%
6.59%
6.67%
5.00%
4.00%
5.00%
8.67%
6.67%
3.33%

5,633
3,460

17,459
12

2.349
27

254
7,573

411

33
34
35

$ $ $ 265,598Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

10,905,405
163,350

10,742,056 $

10,905,405
163,350

10,742,056

36
37
38
39

$ 2,543,592
2.4725%

Contributions-in-Aid-of-Construction (GIAC)
Composite Depreciation/Amortization Rate

Less: Amortizationof CIAC (L32 x Las)
Depreciation Expense - STAFF [Col. (C), L29 - L34]

$
$

62,890
202,707



Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Overgaard

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
no.

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Tax Adjustments

[A]
COMPANY
PROPOSED

$ 126,761
27,924

154,685$

[B]
STAFF

ADJUSTMENTS
$ 25,993

5,726

31 ,719$ $

[C]
STAFF

RECOMMENDED
$ 152,754

33,650
186,404

References:
Col [A]: Company Schedule C-1 Page 10
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Overgaard

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAXES

$ $

$
$

$

1 ,686,342
2

3,372,684
1 ,686,342
5,059,026

3
1 ,686,342

2
3,372,684 $

1 ,686,342
2

3,372,684
1 ,445,386
4,818,070

3
1,606,023

2
3,212,046

S
$

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

3,372,684
23.0%

775,717
8.5200%

$

3,212,046.48
23.0%

738,771
8.5200%

16
17

Staff Proposed Property Tax Expense (Line 14
Company Proposed Property Tax

* Line 15) $ 66,091
65,159

18

19
20
21

$ 932Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

62,943
66,091
(3,148)

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

(3,148)
(240,956)
1.3064%



ARIZONA WATER COMPANY

NORTHERN GROUP :

LAKESIDE
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Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08»0440
Test Year December 31, 2007

Schedule All-2
Lakeside

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION LAI [Bl [Cl LD1

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - LE)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE - LE)
Revenue Conversion Factor (L1 I Ls)

100.0000%
0.0000%

100.0000%
39.46740/>
60.5326%

1.652002361

7
8
9

10
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
38.5989%
61 .4011 %

0.0000%
0

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320%
34.0000%
0.3163088
38.5989%

100.0000%
3 B.5989%
61 .4011 %
1.4145%

0.008685188

18
19
20
21
22
23

Calculation of Effective Proneftv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 .. L19)
Property Tax Faclor (All~12, L24)
Effective Properly Tax Factor (L 21 " L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.4674%

$
$

568,545
584,358

24
25
26

Required Operating Income (Schedule AII-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 40)
Required Increase in Operating Income (L24 - L25) $ (15,814)

27
28
29

$
$

200,324
210,266

income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L2B) $ (9,941)

$ 2,562,819
0.0000%

30
31
32
33
34

s
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ° L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 . L33) $

35
36
37

$
$

109,492
109,862

Properly Tax with Recommended Revenue (Al2-11, L19)
Property Tax on Test Year Revenue (Al2-11, L 16)
Increase in Properly Tax Due to Increase in Revenue (AII-12, L22) $

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) s

(370)

(26,125)

TestYear

$
$
$
$

2,588,944
1,794.320

249,879
544,745
6.9680%

$

STAFF
Recommended

(26,125) $ 2,562,819
$ 1,793,950
$ 249,879
$ 518,990

6.9680%
$ 37,958 $ 36,163

$
$
$
$
$
$

506,787
7,500
6,250
8,500

91,650
58,408

s
$
s
$
$
$

482,827
7,500
e,z50
8,500

91,650
50,261

39
40
41
42
43
44
45
46
47
48
49
50
51
52

Calculation of Income Tax:
Revenue (Schedule All-3, CoI.[C], Line 5 & Sch. All-1, Col. [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 _ $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,D00) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

172,308
210,266

$
$

164,161
200,324

53 Applicable Federal income Tax Rate [CoI, (D), L42 - Col. (B), L42] I (Col. (C), L36 - Col. (A), L36] 34.00%

54
55
56

$
Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col. [D])
Weighted Average Cost of Debt (Schedule DCP!-1)
Synchronized Interest (L45 X L46) $

7,019,069
3.56%

249,879



Arizona Water Company - Lakeside Water System
Docket No. W~01445A-08-0440
Test Year December 31 , 2001

Schedule All-3
Lakeside

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[8] [DI [E]

LINE
NO, DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
As FILED

STAFF
TEST YEAR

ADJ U STM ENTS

[C]
STAF F

TE ST VEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ $ $ (26,125) $
REVENUES:

Metered Revenues
Miscellaneous

Total Operating Revenues $

2,563,365
25,579

2,588,944 $ $

2,583,365
25,579

2,588,944 $ (26,125) $

2,537,240
25,579

2,562,819

$ 1,233
5,184

$ $ 1.233
5,184

$ $ 1,233
5,184

181,940 181,940 181,940

(23,439)

53,677
28,463

267,008
275,893

G86
409,739

1223,823

OPERA TING EXPENSES.-
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purehased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer AccountingExpenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

53,677
28,463

290,447
275,893

686
506,659

1 ,344,182
(96,920)

(120,359) $

53,677
28,463

267,008
275,893

686
409,739

1 ,223,823 $

Depreciation and Amortization Expenses 416,943 a,575 425,518 425,518

Taxes
42,584

9881
(6,822)

(8,147)
(1 ,795)

(370)

164,161
36,163

109,492
35,117

344,934
1,994,275

568,545

1
2
3
4
5
6
7
8
9

1 0
11
1 2
1 3
14
15
1 6
17
1 8
1 9
20
21
22
23
24
25
26
27
2B
29
30

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

129,724
28,577

116,684
35,117

310,102
2,071 ,227

517,717

$
$
$

45,142
(66,641)
66,641

$
$
$

172,308
37,958

109,862
35.117

355,244
2,004,586

584,358

$
$
$

(10,311)
(10,311)
(15,814)

$
$
$

References:
Column [A]: Company Schedule C-1 pg 9 of 11
Column [B]: Schedule All-4
Column [C]: Column [A] + Column [B]
Column [D]: Schedules All-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ 4: DESCRIPTION REFRENCES
1
2
3
4
5
6
7
8

Source of Suopiv
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
General a Administrative
Depreciation Expenses
leone Taxes
Property Taxes

Seheduie All-5
Schedule All-s
SchedWe All-7
Schedule All-B
Sehedule All-9
Schedule All-10
Schedule All-11
Schedule All-12

Arizona Water Company - Lakeside Water system
Docket No. W-01445A08-0440
Test Year December 31, 2007

Schedule All-4
Lakeslde

SUMMARV OF OPERATING INCOME STATEMENT ADJUSTMENTS - TEST YEAR

[Al [B] IC] (DI III [Fl [G] [H] m [J ]

LIN E
NO. DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 ADJ 14 ADJ #5 ADJ Ne ADJ #7 ADJ #8

STAFF
ADJUSTED

s s s s s s s s s s
Operating Revenues:

Residential
Commercial
Industrial
Private Flre Service
Other Water Revenues

Total Waler Revenues s

2.15B.058
374740

5.354
1.557

23.658
2563355 s s s s s s s s s

2,158058
374740

5354
1.557

23,655
2,563385

1
2
3
4
5
6
7
s
9

t o
Miscellaneous

TotalOperating Revenues. s
25,579

258B944 s s s s s s s s s
25,579

2588944

s 1.233
5.184

s s s s s s s s s 1.233
5.184

181940 181.940

(23439)

OPERA TnvG EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sates Expense
Administrative and Gerreret Expenses

Total Operation and Maintenance Expense s

53577
2B-153

290.447
275.893

585
506,559

1 .3-aa. 1 as s s s s {23.439} s
(98920)
(95.920) s s $ s

53677
28463

267008
275893

6B6
409739

1,223823

Depreciation and Amortization Expenses 416 943 8.575 425518

42.584
g 381

(6,822)

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes s

129.724
28577

116584
351117

310.102 s s s s s s s 51965 s (6,822) s

172,308
37,958

109,862
35,117

355244

1 1
1 2
1 3
1 4
1 5
1 6
1 7
LB
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
3 1
3 2
3 3
3 4
a s
3 5
3 7

Total Operating Expenses
Operating Income (Income)

s 2071.227
s 517317

s
s

s
- s

s
_s

s
s

(46,878)
46,878

s
$

(193,840)
193,840

s
s

e,575
(5,575)

s
s

51.965
(51_g65l

s
s

(6,822)
e,e22

s
s

2,004,585
584,358



Schedule All-5Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Lakeside

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

LINE
n o .

1
2
3

[B]
STAFF

ADJUSTMENTS
$

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

$

$

[A]
COMPANY
PROPOSED

1233
5484
6417 $ $

[C]
STAFF

RECOMMENDED
$ 1,233

5,184
6,417

References:
Col [A]: Company Schedeule C-1 Page 9
Col [B]:
Col [C]: Col. [A] + Col. [B]



Schedule All-6Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Lakeside

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

M]
COMPANY
PROPOSED

$ 181840

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ 181,940

LINE
no.
1
2
3
4

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

53,677
235,617 $ $

53,677
235,617

References:
Col [A]: Company Schedeule C-1 Page 9
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Lakeside

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSES

DESCRIPTION
W ater Treatment Expenses

[A]
COMPANY
PROPOSED

$ 28,463

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 28,463

Operations Ledqer
640 W ater Treatment - Operations & Supervision
641 W ater Treatment - Operations Chemicals
642 Water Treatment - Operations Labor 8< Expense

Calculation of W ater Treatment Expense Adjustment
Company
Recorded

1,285
7,672

10,326

$
Adjustment

$

Staff
Recommended

$ 1,285
6,010

10,326

650
651
652

6,418 6,418

LINE
n o .

1

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16

Maintenance Ledger
Water Treatment - Maintenance 8< Supervision
W ater Treatment - Mai ft Struct & lmprovemt
W ater Treatment - Maintenance & Equipment
Company Adjustments JMR-3.JMR-4 & JMR-7
Total $

5,252
(2,490)
28,463 S $

5,252
(2,490)
26,801

References:
Col [A]: Company Schedule C-1 Page 9
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year Deeember 31, 2007

Schedule All-8
Lakeside

OPERATING INCOME ADJUSTMENT no. 4 -TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED

$ 290,447

[B]
STAFF

ADJUSTMENTS
$ (23,439)

[C]
STAFF

RECOMMENDED
$ 267,008

Normalization of Three Year Actual Tank Maintananace Expense
Year Expense

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005

2006

2007

LINE
no.
1
2
3
4
5
6
7
8
9
10
11
12

Normalized Three Year Average(2004 cost adopted. No cost for 2005 - 2007)
Company Proposed
Staff Adjsutment

$
3,309

26,748
(23,439)

References:
Col [A]: Company Schedule C-1 Page 9
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Schedule All-9Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Lakeside

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE AND GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED
$ 506,659

[B]
STAFF

ADJUSTMENTS
$ (96,920)

[C]
STAFF

RECOMMENDED
s 409,739

References:
Col [A]: Company Schedeule C-1 Page 9
Col [B]: All Testimony Reversal of JMR-7 "Conservation Recovery Revenue expense".
Col [C]; Col. [A] + Col. [B]



Arizona Water Company - Lakeside Water System
Docket No. w-01445A-08-0440
Test Year December 31 , 2007

Schedule All-10
Lakeside

OPERATING INCOME ADJUSTMENT no. s . DEPRECIATION EXPENSE

LINE
no.

1
DESCRIPTION
Depreciation and Amortization Expense

[A]
COMPANY

PROPOSED
s 416,943

[B]
STAFF

ADJUSTMENTS
$ B,575

[Cl
STAFF

RECOMMENDED
$ 425,518

OPERATING INCOME ADJUSTMENT # . DEPRECIATION EXPENSE
[A]

Line
No.

PLANT IN SERVICE
BALANCE

[B]
STAFF

DEPR PLANT
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

ACCT
NO. DESCRIPTION

Plant In Service
301
302

$ 40 s 40 0 00%
000%
0.00%
0.00%
0.00%

$

1,727
220,859
14,338

1,727
220,859
14,338

36,9881,181,737
7,953

110,147
2,056,418

1,181,737
7,953

110,147
2,066,418

3,150
121,505

10
2,058

13,480
123,724

1.583
60,167
14,802
11,118

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

303
310
310
310
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390
390
391
393
394
395
396
397
398

Organization Cost
Franchise Cost
Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant - Land
Water Treatment Structures and Improvements
Water Treatment Equipment
Transmission and Distribution - Land
Storage Tanks
Transmission and Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
intentionally Left Blank

A

397
71 ,947
23,558

673,013
6,911,952

79,166
2,528,006

325,313
610,863

1,995
104,383
136,137
408,013

3,877
72,767

640
4.908

145,758
24,883

397
71 ,947
23,558

673,013
6,911,952

79,166
2,528,006

325,313
610,863

1,995
104,383
136,137
408,013

3,877
72,767

640
4,908

145,758
24,883

3. 13%
0.00%
2.88%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

33.33%
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

2,610
45,374
27,214

194
2,911

32
327

9,722
829

$ $ s 477,77833
34
35

Subtotal General
Less: Non- depreciable Accoun\(s)
Depreciable Plant (L29-L30) $

15,730,795
262,517

15,468,278 s

15,730,795
262,517

15,468,278

$ 1,691 ,940
3.08B8%

36
37
38
39

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [CoI. (C), L29 - L34]

$
$

52,280
425,518



Schedule All-11Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Lakeside

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
no.

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

tAl
COMPANY
PROPOSED
$ 129,724

28,577
$ 158,301

[BI
STAFF

ADJUSTMENTS
$ 42,584

9,381
51 ,965$ $

[C]
STAFF

RECOMMENDED
$ 172,308

37,958
210,266

References:
Col [A]: Company Schedeule C-1 Page 9
Col [B]: All Testimony
Col [C]: Schedule All-2

I



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Lakeside

OPERATING INCOME ADJUSTMENT no. 8 . PROPERTY TAXES

$ $

$
$

$

2,588,944
2

5,177,888
2,588,944
7,766,832

3
2,588,944

2
5,177,888 $

2,588,944
2

5,177,888
2,562,819
7,740,707

3
2,580,236

2
5,160,472

$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWlP -
Less: Net Book Value of Licensed Vehicles
Full Cash Vafue (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

5,177,888
22.5%

1,165,025
9.4300%

$

5,160,471 .61
22.5%

1,161,106
9.4300%

16
17

Staff Proposed Property Tax Expense (Line 14
Company Proposed Property Tax

* Line 15) $ 109,862
116,684

18

19
20
21

Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$ (6,822)
$
$
$

109,492
109,862

(370)

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

(370)
(26, 125)
1.4145%



ARIZONA WATER COMPANY

WESTERN GROUP
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Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All~2
Casa Grande

GROSS REVENUE CONVERSION FACTOR

LINE
n o . DESCRIPTION [Al [Bl [Cl LDS

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor.
Revenue
Uncollectible Favor (Line 11)
Revenues (L1 - LE)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE . L4)
Revenue Conversion Factor (L1 ILL)

100.0000%
0.0000%

100.0000%
398525%
60 1375%

1 .662856371

7
8
g

1 0
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 . L8 )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
38.5989%
61 .4011 %

0.0000%
0

1 2
1 3
1 4
1 5
1 6
1 7

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal income Tax Rate (L14 x L15)
Combined Federal and Stale Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320%
34.0000%
0.3163088
38.5989%

100.0000%
38.5989%
61 4011%

2.0580%
0.01263635

1 8
1 9
2 0
2 1
2 2
2 a

Calculation of Effective Probertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Properly Tax Fodor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (Lt7+L22) 39.8625%

$
$

3,284,930
1 ,029,038

24
25
26

Required Operating income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating Income (L24 - L25) $ 2,255,892

$
$

1 ,157.432
(260,700)

27
28
29

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 L28) $ 1,418,132

$ 14,686,118
0.0000%

$
$

3 0
3 1
3 2
3 3
3 4

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uneolledible Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue lo Provide for Uncollectible Exp (L32 - L33) $

$
$

752,321
675,120

35
36
37

Property Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
lncreasee in Property Tax Due to Increase in Revenue (All-12, L21) s 77,200

38 Total Required Increase in Revenue (L26 + L80 + L34+L37) $ 3,751 ,224

Test Year

$
$
$
$

10,934,894
10,166,556

1,443,747
(675,409)
6.9680%

$ 3,751 ,224

STAFF
Recommended

$ 14,686,118
$ 10,243,757
$ 1 ,443,747
s 2,998,615

6.9680%

s (47,063) $ 208,943

$
$
$
s
s
s

(828,347)
(7,500)
(6,250)
(8,500)

(91 ,650)
(99,738)

$
s
$
$
$
$

2,789,671
7,500
6,250
8,500

91 ,650
834,588

3 9
4 0
4 1
4 2
4 3
4 4
4 5
4 6
4 7
4 8
4 9
5 0
5 1
5 2

Calculation of Income Tax:

Revenue (Schedule All-3, COL[D], Line 4 & Sch. AII-1, Col. 1E1. Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37- Las)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Brackel ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 » $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $t00,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

(213,638)
(260,700)

$
$

948,488
1,157,432

53 Applicable Federal Income Tax Rate [CoI. (D), L42 - Col. (B), L42] / [CoI. (C), L36 - Col (A), L36] 34.00%

$54
55
56

Calculation of Interest Svnchronization:
Rate Base (Schedule BKB-1, Col. [D])
Weighted Average Cost of Debt (Schedule DCP~1 )
Synchronized Interest (L45 x L46) $

40,554,691
3 5 6 %

1 ,443,747



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December31, 2007

Schedule All-3
Casa Grande

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] ID] [E]

LINE
n o . DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES:
$ $ $ $ 3,751,224 $

1
2
3
4

Metered Revenues
Miscellaneous

Total Operating Revenues $

10,345,212
589,682

10,934,894 $ $

10,345,212
589,682

10,934,894 $ 3,751,224 $

14,096,436
589,682

14,686,118

$ 374,207
76,178

$ $ 374,207
76,178

$ $ 374,207
76, 178

(303,588)

5
6
7
8
g

1 0
11
12
1 3
14
1 5
1 6
17

OPERATING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

1887,878
509

537,890
531,617

1 ,B87,995
909,384

4,312
1 ,761,682
7,471,653 $ $

1 ,s87,s78
509

537,890
531,617

1 ,584,407
909,384

4,312
1,761 ,682
7,168,065 $ $

1 ,387,878
509

537,890
531,617

1 ,584,407
909,384

4,312
1,761 ,682
7,168,065

18 Depreciation and Amortization Expenses 2,329,760

(303,588)

(225,735) 2,104,025 2,104,025

Taxes
236,522

52,103
(131 ,347)

1,162,126
256,008

77,200

1 9
2 0
21
2 2
23
24
2 5
2 6

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

(450,160)
(99,166)
806,467
219,346
476,487

10,277,900
656,994

$
$
$

157,279
(372,044)
372,044

$
$
$

(213,638)
(47,063)
675, 120
219,346
633,766

9,905,856
1 ,029,038

$ 1,495,332
$ 1,495,332
$ 2,255,892

$
$
$

948,488
208,943
752,321
219,346

2,129,098
11,401 ,18a

3,284,930

References:
Column [A]: Company Schedule C-1 Pg. 7 of 11
Column {B]: Schedule All-4
Column [C]: Column [A] + Column [B]
Column [D]; Schedules All-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ¢¢ DESCRIPTION REFRENCES
1
2
3
4
5
6
7
8

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission a Dlstrrbutron Expense
Genera! & Administrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All-5
Schedule All-6
Schedule All-7
Schedule All»B
Schedule All-9
Schedule AlI»10
Schedule All-11
Schedule AH42

Arizona Water Company - Casa Grande Water System
Docket No. w-0144sA-0a-0440
Test Year December 31, 2007

Schedule All-4
Casa Grande

sum MARY OF OPERATING INCOME STATEMENT ADJUSTMENTS . TEST YEAR

tAl IB] [Q] [D] (El [F] [G] [H] ll) (Jo

LINE
no . DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ #5 ADJ we ADJ #7 ADJ #8

STAFF
ADJUSTED

$ $ $ $ s s s s $
Qeeraifna Revemggg,

Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues s

6,578,320
2217,689
1085.224

13.268
4501711

10345.212 $ s s s s s s $

s 6578,320
2,217,589
1,085224

13268
450,711

s 10,345,212

M1scel!aneous
Total Operating Revenues s

589, 682
10, 934894 s s s s s $ s $

589,682
s 10,934,894

s 374,207
75,178

s $ s s $ $ s $ s 374,207
76,178

(303,588)

m e s s TING E><pEfv_§ § §
Source of SupplyExpenses

Purchased Water
Other

PumpingExpenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and DistributionExpenses
CustomerAccounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation andMaintenance Expense s

1,387,878
509

537,890
531 ,617

11887,995
909,384

4,312
1,761 ,682
7,471,653 s $ s s (303,588) s s $ s s

113871878
509

537,890
531,617

1,584,407
909,384

4.312
1,761 ,682
7,168,065

Depreciation and Amortization Expenses 2,329,760 (225735) 24104,025

236,522
52, 103

(131,347)

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes $

(450,160)
(99,166)
8051467
219.346
476,487 $ $ s s s $ $ 2B8,626 s (131,347) $

(213,638)
(471063)
575,120
219,346
633,765

1
2
3
4
5
6
7
a
9

10
11
12
13
14
15
16
17
l a
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Total Operating Expenses
Operating Income (Income)

$
s

10,277,900
656,994

$
$

$
$

s
s

s
$

(B07,176)
607,176

s
s

s (225,735)
$ 225,735_

s 288,626
$ (288,626)

s
s

(131,347)
131,347

s
$

9,905,856
1,029,038



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-5
Casa Grande

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

[B]
STAFF

ADJUSTMENTS
$

LINE
no .
1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses $

[A]
COMPANY
PROPOSED
$ 374,207

76,178
450,385 s

[C]
STAFF

RECOMMENDED
$ 374,207

76,178
450,385$

References:
Col [A]: Company Schedeule C-1 Page 7
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6

Casa Grande

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

[B]
STAFF

ADJUSTMENTS
$

LINE
n o .

1
2
3
4

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses

[A]
COMPANY
PROPOSED
$ 1,387,878

509
537,890

1,926,277$ $

[C]
STAFF

RECOMMENDED
$ 1,387,878

509
537,890

1,926,277$

References:
Col [A]: Company Schedeule C-1 Page 7
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-7
Casa Grande

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses
Total

[A]
COMPANY
PROPOSED
s 531,617
$ 531 ,617

[B]
STAFF

ADJUSTMENTS
$ _
$ _

[C]
STAFF

RECOMMENDED
$ 531,617
s 531,617

ACCT.
640
641
642

Operations Ledger
Water Treatment - Operations 8t Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense

Calculation of Water Treatment Expense Adjustment
Company
Recorded
$ 1 ,158

135,843
74,638

Adjustment Amt
$

Staff
Recommended
$ 1 ,158

135,843
74,638

650
651
652

LINE
n o .

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struct & lmprovemt
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-7 & JMR-14
Total $

1 ,158
20

70,222
248,578
531,617 $ $

1 ,158
20

70,222
248,578
531,617

References:
Col [A]: Company Schedule C-1 Page 7
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Casa Grande

OPERATING INCOME ADJUSTMENT no. 4 .. TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses
Total

[A]
COMPANY
PROPOSED
$ 1,887,995
$ 1,887,995

[B]
STAFF

ADJUSTMENTS
$ (303,588)
$ (303,588)

[C]
STAFF

RECOMMENDED
$ 1 ,584,407
$ 1,584,407

Normalization of Three Year Actual Tank Maintananace Expense
Year Expense

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

211,298
29,191

240,490

Normalized Three Year Actual Tank Mai ft.
Company Proposed
Staff Adjustment - Tank Maintenance Expense

$
$
$

80,163
156,985
(76,822)

Normalization of Transmission and Distribution Expenses - Account Nos. 663 & 673
Year Account

Transmission & Distribution Expense Meters
Transmission & Distribution Expense Meters
Transmission & Distribution Expense Meters
Total

2005
2006
2007

663
663
663

Expense
342,211
452,164
562,900

1,357,274

Normalized over 3 years
Company Proposed
Staff Adjsutment

452,425
562,900

(110,475)

2005
2006
2007

673
673
673

Transmission & Distribution Expense - Meters
Transmission 8< Distribution Expense - Meters
Transmission 8~ Distribution Expense - Meters
Total $

216,203
238,946
402,011
857,159

Normalized over 3 years
Company Proposed
Staff Adjsutment

$
$
$

285,720
402,011

(116291)

LINE
n o.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35 Total Staff Adjustments (L15 + L26 +L35) $ (303,588)

References:
Col [A]: Company Schedeule C-1 Page 7
Col [B]: All Testimony, Company General Ledger
Col [C]: Col, [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Casa Grande

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

LINE
NO.

1
DESCRIPTION
Administrative & General Expenses

[A]
COMPANY
PROPOSED

$ 1,761 ,682

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 1.761 ,682

References:
Col [A]: Company Schedeule C-1 Page 7
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Casa Grande

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION EXPENSE

LINE

NQ.
1

DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 2,329,760

[B]
STAFF

ADJUSTMENTS
$ (225,735)

[C]
STAFF

RECOMMENDED
s 2,104,025

OPERATING INCOME ADJUSTMENT # . DEPRECIATION EXPENSE
[A] [B]

STAFF
DEPR. PLANT

BALANCE

[CI
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

Line
No.

ACCT
n o DESCRIPTION

PLANT IN SERVICE
BALANCE

Plant In Service
301 Organization Cost
302 Franchise Cost

$ 173
65,375

1 ,910,286
237,537
205,905

$ 173
65,375

1 ,910,286
237,537
205,905

$

144,4174,613,946
6,013

135,766
5,435,721

4,613,946
6,013

135,786
5,435,721

3,883
319,620

25,383
154,919

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1 .79%
2.00%
2.38%
4.55%
1 .as%
0.00%
2.50%
8.67%
6.87%
5.00%
4.00%
5.00%
6.67%
6.87%
3.33%

44,121
903,242

33,060
409,053
101,808
121,676

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

303
310
310
310
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390
390
391
393
394
395
396
397
398

Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant Land
Water Treatment Structures and improvements
Water Treatment Equipment
Transmission and Distribution - Land
Storage Tanks
Transmission and Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Intentionally Left Blank

680,718
1,015,338
5,416,741

64,886
2,206,032

50,460,470
1,652,993

17,187,118
2,237,548
6,685,492

8,772
459,316
349,392

1,397,537
17,120

301,798
39,827
82,869

525,358
64,730

680,718
1,015,338
5,416,741

64,886
2,206,032

50,460,470
1,652,993

17,187,118
2,237,548
6,685,492

8.772
459,316
349,392

1,397,537
17,120

301,798
39,827
82,869

525,358
64,730

11 .483
23,304
93,216

856
12,072
1 ,991
5,527

35,041
2,156

$ $ $ 2,446,82933
34
35

Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

103,464,777
3,179,665

100,285,112 $

103,464,777
3,179,665

100,285,112

$ 14,050,085
2.4399%

36
37
38
39

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [CoI. (C), L29 - L34]

$
$

342,804
2,104,025



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Casa Grande

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
n o .

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

[A]
COMPANY
PROPOSED

$ (450,160)
(99,166)

(549,326)$

[B]
STAFF

ADJUSTMENTS
$ 236,522

52, 103
288,626$

[C]
STAFF

RECOMMENDED
S (213,638)

(47,063)
(260,700)$

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year Deeember 31, 2007

Schedule All-12
Casa Grande

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAXES

$ $

$
$

10,934,894
2

21 ,869,788
10,934,894
32,804,682

3
10,934,894

2
21 ,869,788

$

$

10,934,894
2

21 ,869,788
14,686,118
36,555,906

3
12,185,302

2
24,370,604

$
$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP ..
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 .. Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 16)

21 ,869,788
22.5%

4,920,702
13.7200%

$

24,370,604.13
22.5%

5,483,386
13.7200%

16
17

Staff Proposed Property Tax Expense (Line 14
Company Proposed Property Tax

* Line 15) $ 675,120
806,467

$ (131,347)18
19
20
21

Staff Test Year Adjustment (Line 16-Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

752,321
675,120

77,200

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

77,200
3,751 ,224

2.0580%



ARIZONA WATER COMPANY

WESTERN GROUP :

COOLIDGE
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Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
Coolidge

GROSS REVENUE CONVERSION FACTOR

LINE
n o . DESCRIPTION [Al [Bl L01 L01

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Faction'
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (Ls L4)
Revenue Conversion Factor (L1 I LE)

100.0000%
0.0000%

100.0000%
39.9224%
60.0776%

1 .664513373

7
8
9
10
11

Calculation of Uncollectible Faction
Unity
Combined FederaI and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - L8 )
Uncollectible Rate
Uneollectible Factor (LE * L10 )

100.0000%
385989%
61 .4011 %

0.0000%
0

1 2
1 3
14
1 5
1 6
1 7

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 _ L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

1000000%
6.9680%

93.0320%
34.0000%
0.3163088
38.5989%

100.0000%
38.5989%
61 .4011 %

2.1555%
0.013235011

1 8
1 9
20
21
22
2 3

Caleulation of Effective Pronertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 " L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.9224%

$
$

344,769
282,987

24
25
26

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating income (L24 - L25) $ 81 ,783

$
$

121,478
82,639

27
28
29

Income Taxes on Recommended Revenue (Col (D), L52)
Income Taxes on Test Year Revenue (Col (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 L28) $ 38,839

$ 2,317,791
0.0000%

$
$

3 0
31
3 2
3 3
3 4

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uneolledible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33) $

35
36
37

Property Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
Increase in Property Tax Due to Increase in Revenue (All-12, L22)

$
$

145,447
143,230

38 Total Required Increase in Revenue (L26 + L30 + L34+L37)

$

$

2,211

102,838

$
$
$
s

Test Year

2,214,953
1 ,849,327

151 .528
214,098
69680%

$ 102,838

STAFF
Recommended

$ 2,317,791
s 1.851 ,544
$ 151,528
$ 314,719

6.9680%
S

199,179
14,918

$
$

292,790
21 ,930

$

$ 67,721 $ 99,548

39
40
41
42
43
44
45
46
47
48
49
50
51
52

Calculation of Income Tax:

Revenue (Schedule All-3, Col.[C], Line 4 & SCh.AII-1, Col. [DL Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 . La7- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 _ L35)
Federal Tax on First Income Bracket ($1 » $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 _ $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($835,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

67,721
82,639

$
$

99,548
121,478

53 Applicable Federal Income Tax Rate [Col. (D)» L42 . Col. (B). L42] / [CoI. (C). L36 . Col. (A). Las] 34.00%

$ 4,256,413
3.56%

151,528

54
55
56

Calculation of Interest Svnchronization:
Rate Base (Schedule BKB-1, Col. [D]
Weighted Average Cost of Debt (Schedule DCP-1 )
Synchronized Interest (L45 x L46) $



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-3
Coolidge

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] (EI

LINE
no. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES:
$ $ $ $ 102,838 $ 2,265,211

51,580
2,317,791

Metered Revenues
Miscellaneous

Total Operating Revenues $

2,163,373
51 ,580

2,214,953 $ $

2,163,373
51,580

2,214,953 $ 102,838 $

$ $ $ $ $

1
2
3
4
5
6
7
8
9

10

10,262 10,262 10,262

(1 ,457)

192,581
878

64,710
33.911

284,516
267,290

890
378,361

1233,399

OPERA TING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

192,581
878

64,710
33,911

285,973
267,290

890
378,361

1234,858 (1 ,457) $

192,581
878

64,710
33,911

284,516
267,290

B90
378,361

1,233,399 $

Depreciation and Amortization Expenses 426,056 (5,890) 420,166 420,156

Taxes
7,719
1 ,700

(8,426)

31,827
1,011
2,217

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

s
$
$

50,002
13,218

151 ,656
52,532

277,408
1 ,938,320

276,633

$
$
$

993
(G,354)
6,354

$
$
$

67,721
14,918

143,230
52,532

278,401
1 .931 .966

282,987

$
$
$

41 ,055
41 ,055
61 ,783

$
$
$

99,548
21 ,930

145,447
52,532

319,457
1 ,973,022

344,769

References:
Column [A]:
Column [B]:
Column [C]:
Column [D]:
Column [E]:

Company Schedule C-1 Pg 9 of 11
Schedule All-4
Column [A] + Column [B]
Schedules All-1 and All-2
Column [C] + Column [D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4
5
6
7
a

Source Of Supply
Pumping Expense
Water Treatment Expenses
Transmission a Distribution Expense
General 8. Administrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All-5
Schedule All~6
Schedule All-7
Schedule All-8
Schedule All-9
Schedule AII»10
Schedule AIMS
Schedule All-12

Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-4
Coolidge

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS . TEST YEAR

[Al (Bl [Q] [D] [El [Fl IG! [H] [I] [Jo

L»ne
NO DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ #5 ADJ #6 ADJ #7 ADJ #8

STAFF
ADJUSTED

s s s s s s $ s s s
Qggratine Revenues.

Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues s

1,458,989
609,270

a.657
1.673

54.784
2,183,373 s s $ s $ s s s $

1,458,989
609,270

8.657
1.673

a4,7/4
2,153,373

Miscellaneous
Tota! Operating Revenues s

51,580
2,214,953 $ $ $ $ s s s $ s

51,580
2,214,953

$ $ s s s s $ $ s s
10,262 10,262

(1,457)

OPERATING 9{PENSE§§
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

TotalOperation and Maintenance Expense $

192,581
87B

64,710
33,911

2B5,973
267,290

890
378,361

1,234,856 s $ $ s (1,457) s s s $ $

192,581
a78

64,710
33,911

284,516
267,290

B90
378,361

1233399

Depreciation and Amortizatlon Expenses 426,056 (5,890) 420,166

7.719
1700

(B,426l

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes s

60,002
13,218

151,656
52,532

277,408 s s s s s $ $ 9,419 $ (8,426) s

57,721
14,918

143,230
52,532

278,401

1
2
a
4
5
e
7
8
9

10
11
12
1 3
14
1 5
1 6
1 7
1 8
1 9
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Total Operating Expenses
Operating Income (Income)

$
s

1,938,320
276,633

$
s

s
s

s
s

s
s

(2,9t4)
2.914

s
s

$ (5,890)
$ 5,890

$ 9,419
$ 9419

s (8,426)
s 8,426

$
s

1 ,9a1,96s
282,987



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5
Coolidge

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

[B]
STAFF

ADJUSTMENTS
83

[C]
STAFF

RECOMMENDED
$

$

LINE
n o .

1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED

$ _

10262
$ 10262 $

10,262
10,262

References:
Col [A]: Company Schedeule C-1 Page 9
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6
Coolidge

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

$

[B]
STAFF

ADJUSTMENTS
$

LINE
n o .

1
2
3
4

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

[A]
COMPANY
PROPOSED

192581
878

64110
258469 $

[C]
STAFF

RECOMMENDED
$ 192,581

878
64,710

258,169$

References:
Col [A]: Company Schedeule C-1 Page 9
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Coolidge

OPERATING INCOME ADJUSTMENT No. 3 .. WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 33,911

[B]
STAFF

ADJUSTMENTS
$ -

[C]
STAFF

RECOMMENDED
$ 33,911

Acct,

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment
$ 1,293 $

10,428
15,303

Staff
Recommended
$ 1,293

10,428
15,303

640
641
642

Operations Ledger
Water Treatment - Operations & Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor 8< Expense

650
651
652

1 ,293 1,293

LINE
NO.

1
2
3
4
5
6
7
8
9

10
11
12
i s
14
15

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struct 8< Improver
Water Treatment - Maintenance 8< Equipment
Company Adjustment JMR-3, JMR-4 & JMR-7
Total $

4,538
1 ,056

33,911 $ $

4,538
1,056

33,911

References:
Col [A]: Company Schedeule C-1 Page 9
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Coolidge

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED
$ 285,973

[B]
STAFF

ADJUSTMENTS
$ (1 ,457)

[C]
STAFF

RECOMMENDED
$ 284,516

Normalization of Five Year Actual Tank Maintananace Expense
Year

2005
2006
2007

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total $

Expense
(440)

4,453
86,335
90,348

LINE
no.

1
2
3
4
5
6
7
8
9
10
11
12
13

Normalized Five Year Average
Company Proposed
Staff Adjustment

$
$
$

30,116
31,573
(1,457)

References:
Col [A]: Company Schedule C-1 Page 9
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Coolidge

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED

$ 378,361

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 378,361

References:
Col [A]: Company Schedule C-1 Page 9
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company . Coolidge Water System
Docket No. w-01445A-08-0440
Test Year December 31 , 2007

Schedule All-10
Coolidge

OPERATING INCOME ADJUSTMENT no. G . DEPRECIATION EXPENSE

LINE

NO.
1

DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 426,056

[B]
STAFF

ADJUSTMENTS
$ (5,890)

[C]
STAFF

RECOMMENDED
$ 420,166

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION EXPENSE
[A] [B]

STAFF
DEPR PLANT

BALANCE

IC]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

Line
No.

PLANT IN SERVICE
BALANCE

ACCT
no. DESCRIPTION

Plant In Service
301
302

$ 34
17,594
24,383
47,272
2,931

$ 34
17,594
24,383
47,272

2,931

000%
0.00%
0.00%
0.00%
0.00%

$
$

37,3241 ,192,450
25,685
14,241

1 ,341 ,002
20,026

1,192,450
25,685
14,241

1,341 ,002
20,026

407
78,851

801

175,584
669,833

175,584
669,833

4,390
19,157

290,293
7,510,052

109,774
2,584,542

508,592
906,830

290,293
7,510,052

109,774
2,584,542

508,592
906,830

5,806
134,430

2,195
61,512
23,141
16,504

1
2
3
4
5
G
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

303
310
310
310
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390
390
391
393
394
395
396
397
398

Organization Cost
Franchise Cost
Other Intangibles
Water Rights
Other Source of Supply Land
Wells _ Other
Wells
Pumping Plant Land
Pumping Plant Structures 8t Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant - Land
Water Treatment Structures and Improvements
Water Treatment Equipment
Transmission and Distribution - Land
Storage Tanks
Transmission and DistributionMains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
intentionally Left Blank

I
42,676

121,282
334,331

6,941
88,181
12,232
15,093

132,403
9.558

42,676
121,282
334,331

6.941
88,181
12,232
15,093

132,403
9,558

3.13%
0.00%
2.86%
5.08%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
2.50%
6.67%

20.00%
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

2,846
24,256
22,310

347
s,s21

612
1,007
8,831

318

$ s $ 439,42433
34
35

Subtotal General
Less: Non~ depreciable Account(s)
Depreciable Plant (L29-L30) $

16,203,815
117,899

16,085,916 $

16,203,815
117,899

16,085,916

$ 704,961
2.7317%

36
37
38
39

Contributions-in-Aid-of-Cons\ruc1ion (CIAC)
CompositeDepreciation/Amortizaiion Rate

Less:Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [Col. (C), L29 - L34]

$
$

19,258
420,166



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-11
Coolidge

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
n o .

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Tax Adjustments $

[A]
COMPANY
PROPOSED

$ 60,002
13,218
73,220

[B]
STAFF

ADJUSTMENTS
s 7,719

1,700
9,419s $

[C]
STAFF

RECOMMENDED
$ 67,721

14,918
82,639

References:
Col [A]: Company Schedule C-1 Page 9
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Coolidge

OPERATING INCOME ADJUSTMENT no. 8 . PROPERTY TAXES

s $

$
$

$

2,214,953
2

4,429,906
2,214,953
6,644,859

3
2,214,953

2
4,429,906 $

2,214,953
2

4,429,906
2,317,791
6,747,697

3
2,249,232

2
4,498,465

$
$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 16

4,429,906
22.5%

996,729
14.3700%

$

4,498,464.85
22.5%

1,012,155
14.3700%

16
17

Staff Proposed Property Tax Expense (Line 14
Company Proposed Property Tax

* Line 15) $ 143,230
151,656

$ (8,426)18

19
20
21

Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
increase/(Decrease) to Property Tax Expense

$
$
$

145,447
143,230

2,217

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

2,217
102,838
2_1555%



ARIZONA WATER COMPANY

WESTERN GROUP :

STANFIELD
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Arizona Water Company .. Stanfield Water System
Docket No. W-01445A.08-0440
Test Year December 31, 2007

Schedule All-2
Stanfield

GROSS REVENUE CONVERSION FACTOR

LINE
n o . [AI LB1 [Cl LD1

1
2
3
4
5
6

DESCRIPTION
Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE . L4)
Revenue Conversion Factor (L1 I L5)

100.0000%
0.0000%

100.0000%
40.0587%
59.9413%

1.668298586

7
8
g

1 0
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
38.5989%
61 .4o11%

0.0000%
0

12
1 3
14
1 5
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal income Tax Rate (Line 44)
Effeclive Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
6.9680%

930320%
34.0000%
0.3163088
38.5989%

18
1 9
2 0
21
2 2
2 3

100.0000%
38.5989%
61 .4011 %

2.3775%
0.014598116

Calculation of Effective Propertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 40.0587%

24
25
26

$
$

64,074
(39,057)

Required Operating Income (Schedule All~1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule AI!-3, Line 30)
Required increase in Operating Income (L24 - L25) $ 103,130

27
28
29

$
$

22,576
(42,255)

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col, (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 -28) $ 64,831

$ 303,978
00000%

30
31
32
33
34

$
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for UncoI\ectible Exp (L32 Las) $

35
36
37

$
$

13,500
9,410

Properly Tax with Recommended Revenue (All~12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
Increase in Property Tax Due to Increase in Revenue (A!l»12, L22) $ 4,091

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 172,052

Test Year

$
$
$
$

131,926
213,238

28,161
(109,473)
6.96B0%

$ 172,052

STAFF
Recommended

$ 303,978
$ 217,329
$ 28,161
$ 58,489

6.9680%
(7,628)

$
4,076

$
$

(101 ,845)
$

54,413

3 9
4 0
41
4 2
4 3
44
4 5
4 6
47
4 8
4 9
50
51
52

$ (34,627) $ 18,501

Calculation of Income Tax:

Revenue (Schedule All-3, Col.[C], Line 4 & Sch. All-1, Col, [BL Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37- Las)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 . $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
s

(34,627)
(42,255)

$
$

18,501
22,576

53 Applicable Federal Income Tax Rate [Col (D), L42 - Col. (B), L42] / [Col. (C), L36 - Col. (A), L36] 3400%

54
55
56

$
Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col. [D]
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) $

791,031
3.56%

28,161



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December al, 2007

Schedule All-3
Stanfield

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] [E]

LINE
NO DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ $ $ 172,052 $

REVENUES:
Metered Revenues
Miscellaneous

Total Operating Revenues $

130,990
936

131,926 $ $

130,990
936

131,928 $ 172,052 $

303,042
936

303,978

$ $ $ $ $
378 378 378

20,599 20,599 20,599

18,405

OPERA TING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer AccountingExpenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

4,831
62,986
25,008

a_718
43

17,560
140,124 $ 18,405 $

4,831
62,986
43,414

8.718
43

17,560
158.529 $ $

4,831
62,986
43,414

8,718
43

17,560
158,529

Depreciation and Amortization Expenses 46,067 (2,289) 43,778 43,778

Taxes
(2,874)

(633)
(4,643)

53,128
11 ,704
4,091

1
2
3
4
5
G
7
8
g

1 0
11
1 2
1 3
1 4
1 5
1 8
1 7
1 8
1 9
2 0
21
22
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0

$
$
$

$ (8,151)

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

(31 ,753)
(6,995)
14,053

1 ,522
(23,173)
163,018
(31 ,092) $

$
$
$

(34,627)
(7,628)
9,410
1 ,522

(31 ,324)
170,983
(39,057)

$
$
$

68,922
68,922

103,130

$
$
$

18,501
4,076

13,500
1 ,522

37,598
239,905

64,074

References:
Column [A]:
Column [B]:
Column [C]:
Column [D]:
Column [E]:

Company Schedule C-1 Pg, 7 of 11
Schedule All-4
Column [A] + Column [B]
Schedules All-1 and All-2
Column [C] + Column [D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4
5
6
7
8

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & DistributionExpense
General 8- Administrative
Depreciation Expenses
Income Taxes
Property Taxes

ScheduleAll-5
Schedule All»8
Schedule All~7
schedule All~8
ScheduleAll-9
Schedule All-10
Schedule All-11
Schedule All-12

ArizonaWater Company - Stanfield Water System
Docket ND. W-01445A-08~0-440
Test Year December 31, 2007

Schedule All-4
S¢annold

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS _ TEST YEAR

[A] [Bl [C] [D] [E] IF] [GI [H] m [J]
LINE
NO. DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ #5 ADJ #6 ADJ #7 ADJ #8

STAFF
ADJUSTED

Qggggfina Raven us:
Residential
Commercial
Industrial
Private Fire Service
Other Water Reven us

Total Water Revenues

$ 88,841
22,551

s s s $ $ $ $ s s 88,841
22,651

s
19,498

130,990 $ $ $ $ s $ s s s
19,498

130,990

Miscellaneous
Tote! Operating Revenues s

936
131,928 $ $ s $ s s $ s $

938
131,926

s $ s $ s $ $ s s s378
378

20,599
20599

18.405

OPERA TAG EXPENSES:
Source of Supply Expenses

PurchasedWater
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

4,831
52985
25,008
8,718

43
17.560

140124 s s s $ 18.405 $ $ s s $

4,831
62986
43414
s71a

43
171560

158,529

Depreciation and Amortization Expenses i s 057 (2,289) 43778

(2,874)
(833)

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

(4,643)

1
2
3
4
5
6
7
e
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
t o
31
32
33
34
35
36
37

$

(31 ,753)
(6,995)
14.053
1,522

(23,173) s s $ s s s s (3,507) s (4,643) $

(34,$27l
(7,628)
9,410
1,522

(31,324)

Total Operating Expenses
Operating Income (Income)

s
$

163.018
(311092)

$
s

s
$

$
s

s 35,810
s (3518102

s
s

s
s

(2,289)
2,2a9

s
s

(3,507)
3.507

$
s

(4,643)
4,643

s
s

170,983
(39,057)



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5

Stanfield

OPERATING INCOME ADJUSTMENT no. 1 _ SOURCE OF SUPPLY EXPENSES

LINE
no.

1
2
3

[B]
STAFF

ADJUSTMENTS
$

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED
$

$
378
378 $

[C]
STAFF

RECOMMENDED
$

$
378
378

References:
Col [A]: Company Schedeule C-1 Page 7
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6

Stanfield

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

LINE
n o .

1
2
3
4

[A]
COMPANY
PROPOSED
$ 20,599

[B]
STAFF

ADJUSTMENTS

$

[C]
STAFF

RECOMMENDED
$ 20,599

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

4,831
25,430 $ $

4,831
25,430

References:
Col [A]: Company Schedeule C-1 Page 7
Col [BIS
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All~7
Stanfield

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 62,986

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 62,986

Acct.
M

640
641
642

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

$12

Staff
Recommended
$ 12

Operations Ledger
Water Treatment - Operations & Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense 688 688

LINE
n o.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

650
651
652

Maintenance Ledqer
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struct & Improve mt
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-4 & JMR-7
Total

12 12

$

650
61,624
62,986 $ $

650
61,624
62,986

References:
Col [A]: Company Schedule C-1 Page 7
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Stanfield

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED

$ 25,008

[B]
STAFF

ADJUSTMENTS
$ 18,405

[C]
STAFF

RECOMMENDED
$ 43,414

Normalization of Three Year Actual Tank Maintananace Expense
Year

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

LINE
no .

1
2
3
4
5
6
7
8
9
10
11
12
13

$

Expense
7,785

277
73,464
81,526

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

27,175
8,770

18,405

References:
Col [A]: Company Schedule C-1 Page 7
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9

Stanfield

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED

$ 17,560

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 17,560

References:
Col [A]: Company Schedeule C-1 Page 7
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Stanfield

OPERATING INCOME ADJUSTMENT no. s . DEPRECIATION EXPENSE

LINE
no.
1

DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 46,067

[B]
STAFF

ADJUSTMENTS
$ (2,289)

[C]
STAFF

RECOMMENDED
$ 43,778

OPERATING INCOME ADJUSTMENT # . DEPRECIATION EXPENSE

[A]

Line
No.

ACCT
no. DESCRIPTION

PLANT IN SERVICE
BALANCE

[B]
STAFF

DEPR. PLANT
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

Plant In
301
302

$
$

2 $
$

2 000% $
0.00% $
0.00%
000%
0.00%

1 ,221
3,035

10,593

1 ,221
3,035

10,593

159,281
200
213

425,473

159,281
200
213

425,473

4,985

6
25,018

6,778
(9,035)

6,778
(9,035)

169
(258)

36,025
296,400

268
69,493
22,259
9,243

36,025
296,400

268
69,493
22,259
9.243

721
5,306

5
1,654
1,013

168

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

303
310
310
310
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390
390
391
393
394
395
396
397
398

Service
Organization Cost
Franchise Cost
Other Intangibles
Water Rights
Other Source of Supply Land
Wells .. Other
Wells
Pumping Plant Land
Pumping Plant Structures & Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant - Land
Water Treatment Structures and Improvements
Water Treatment Equipment
Transmission and Distribution - Land
Storage Tanks
Transmission and Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
intentionally Left Blank

A
1,569
3,553

12,012
16

1,190
11

4
87,747

553

1,569
3,553

12,012
16

1,190
11

4
87,747

553

a. 13%
0.00%
2.85%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1 .79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%
6.59%
6.67%
5.00%
4.00%
5.00%
6.67%
8.67%
3.33%

39
234
801

1
48

1
0

5.853
18

33
34
35

$ $ $ 45,782Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

1,138,104
15,051

1,123,053 $

1,138,104
15,051

1,123,053

36
37
38
39

$ 49,164
4.0755%

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [Col. (C), Lzs - L34]

$
$

2,004
43,778



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-11
Stanfield

OPERATING INCOME ADJUSTMENT no. INCOME TAXES

LINE
no.

1

2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

$

$

[A]
COMPANY
PROPOSED

(31 ,753)
(6,995)

(38,748)

[B]
STAFF

ADJUSTMENTS
$ (2,874)

(633)
$ (3,507)

[C]
STAFF

RECOMMENDED
$ (34,627)

(7,628)
$ (42,255)

References:
Col [A]: Company Schedule C-1 Page 7
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Stanfield

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAXES

$ $

$
$

$

131,926
2

263,852
131,926
395,778

3
131,926

2
263,852 $

131,926
2

263,852
303,978
567,830

3
189,277

2
378,553

$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

263,852
22.5%

59,367
15.8500%

$

378,553.42
22.5%

85, 175
15.8500%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 9,410
14,053

18

19
20
21

$ (4,643)Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

13,500
9,410
4.091

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

4,091
172,052
2.3775%



ARIZONA WATER CQMPANY
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Arizona Water Company - Ajo Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-2
Ajo

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION [A] tBs [CI rm

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Llncottecibte Factor (Line 11)
Revenues (LI _ L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (Ls _ L4)
Revenue Conversion Factor (L1 I L5)

1000000%
0.0000'/n

100.0000%
39.6424°/o
60.3576%

1.65679

7
8
g

10
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 _ L8 )
Uncollectible Rate
Uncollectible Favor (Ls * L10 )

100.0000%
38.5989%
61 .4011 %

0.0000%
0.0000%

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 _ L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
G.9680%

93.0320%
34.0000%
31 .6309%
38.5989%

100.0000%
38.5989%
61 .4011 %

1.6995%
1.0435%

18
19
20
21
22
23

Calculation of Effective Propertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.6424%

$
$

90,196
45,463

24
25
CB

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (ScheduleAII-3, Line 30)
Required increase in Operating Income (L24 - L25) $ 44,733

$
$

32,130
4,009

F

$

27
28
29

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 28,121

$ 545,108
0.0000%

$
$

30
31
32
33
34

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33) $

$
$

25,273
24,014

35
36
37

Properly Tax with Recommended Revenue (All-12, L19)
Properly Tax on Test Year Revenue (All-12, L 16)
Increase in Property Tax Due to Increase in Revenue (All-12, L22) $ 1 ,260

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 74,114

Test Year

$
$
$
$

470,994
421 ,522

39,085
10,387

6.9680%

$ 74,114

STAFF
Recommended
$ 545,t08
$ 422,781
$ 39,085
$ 83,241

6.9680%
724

$
5,800

$
$

9,663
$

77,441

$ 3,286 $ 26,330

39
40
41
42
43
44
45
46
47
48
49
50
51
52

Calculation of Income Tax:
Revenue (Schedule All-3, Col.[C], Line 4 & Sch. All-1, Col. [D], Line 10)
Operating Expenses ExcJuding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 . L37- L38)
Arizona State Income Tax Rate
Arizona income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 . $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 . $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000I @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

3,286
4,009

$
$

26,330
32,130

53 Applicable Federal Income Tax Rate [Col. (D), L42 - Col. (B), L42] / (Col. (C), L36 . Col. (A), L36] 34.00%

$54
55
56

Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col [D])
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) $

1,113,530
3.51%

39,085



Arizona Water Company - Ajo Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Sehedule All-:s
Ago

OPERATING INCOME STATEMENT .. ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[8] [D] [E]

DESCRIPTION
REVENUES!

[A]
COMPANY
ADJUSTED
TEST YEAR

As FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ $ $ 74,114 $Metered Revenues
Miscellaneous

Total Operating Revenues $

467,325
3,669

470,994 $ $

467,325
3.669

470,994 $ 74,114 $

541 ,439
3.669

545,108

$ 159,092
71

$ $ 159,092
71

$ $ 159,092
71

3.297 3,297 3,297

8,167

OPERA TING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and GeneralExpenses

Total Operation and Maintenance Expense $

16,314
4,904

66,320
29,076

133
55,525

334,732 8,167 $

16,314
4,904

74,487
29,076

133
55,525

342,899 $

16,314
4,904

74,487
29,076

133
55,525

342,899

Depreciation and Amortization Expenses 51,154 50,262 50,262

Taxes
(769)
(169)

(2,251 )

23,044
5,076
1 ,260

LINE
n o .

1
2
3
4
5
6
7
8
9

1 0
11
12
1 3
14
1 5
1 6
1 1
1 8
1 9
20
21
22
23
24
25
26
27
28
29
30

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

4,055
B93

26,265
4.347

35,560
421 ,446

49,548

$
$
$

(3,190)
4,977

(4,977)

$
$
$

3.286
724

24,014
4,347

32,370
425,531

45,463

$
$
s

29.380
29,380
44,733

s
$
$

26,330
5,800

25,273
4,347

61,750
454,912

90,196

References:
Column [A]: Company Schedule C-1 pg 3 of 11
Column [B]: Schedule All-4
Column [C]: Column [A] + Column [B]
Column [D]: SchedulesAll-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ as DESCRIPTION REFRENCES
1
2
3
4
s
6
7
8

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
Genera! & Administrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All~5
Schedule All-5
Schedule All-7
Schedule All-8
Schedule All-9
Schedule All-10
Schedule Arl-11
Schedule All-12

Arizona Water Company - Ago Water System
Docket ND. w-01445A-0s-0440
Test Year December 31, 2007

Schedule All4
Ajo

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS . TEST YEAR

[5] (Cl ID] [El [FI [G] IH] ll] [J]
STAFF

ADJUSTED
LINE
no.

[A]
COMPANY
AS FILED ADJ #1 ADJ #2 ADJ *3 ADJ #4 ADJ #5 ADJ #6 ADJ #7 ADJ #8

$ 350,038
106,351

s $ s $ $ $ $ s $ 360,038
106,s51

DESCRIPTION
Operating Revenues:

Res§dentia I
Commercial
llldU5tIi8l
Private Fire Service
Other Water Revenues

Total Water Revenues $

124
812

467,325 s s s s $ $ s $ $

124
812

467,325

Miscellaneous
Total Operating Revenues $

3,ees
470,994 s s s s $ $ s s $

3,669
470,994

$ 159,092
71

s s s s $ $ $ s 159,092
71

3,297 3,297

8.167

OPERATING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

16,314
4.904

e<i.a2o
29,076

133
55,525

334,732 $ s s 5 s,1e7 s s $ s $

16,314
4,904

74,487
29,076

133
55,525

342,899

Depreciation and Amortization Expenses 51,154 (892) 50,262

(769)
(169)

(2,251)

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
0\her

TotalTaxes s

4.055
893

26.265
4,347

35.560 $ s s s s s s (939) $ (2,251) $

3,286
724

24,014
4,347

32,370

1
2
3
4
5
G
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
2 3
24
2 5
26
27
28
29
30
31
32
3 3
34
35
36
37

Total Operating Expenses
Operating Income (Income)

s
s

421 ,446
49,548

s
$

s
s

s
$

s
s

8,1s7
(8,157)

$
_s

s
$

(892)
892

s
s

(939)
939

$
$

(2,251)
2,251

$
$

425,531
45,463L



Arizona Water Company - Ajo Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6
Ajo

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

[A]
COMPANY
PROPOSED

$ 3,297

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ 3,297

LINE
n o .

1
2
3
4

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

16,314
19,611 $ $

16,314
19,611

References:
Col [A]: Company Schedeule C-1 Page 8
Col [611
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Ajo Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Ajo

OPERATING INCOME ADJUSTMENT no. 3 . WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses
Total

$
$

[A]
COMPANY
PROPOSED

4,901
4,901

[B]
STAFF

ADJUSTMENTS
$ _
$ _

[C]
STAFF

RECOMMENDED
$ 4.901
$ 4,901

Acct

M

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment
$ $

Staff
Recommended
$ 39

445
2,242

640
641
642

Operations Ledqer
Water Treatment - Operations & Supervision
Water Treatment _ Operations Chemicals
Water Treatment _ Operations Labor & Expense

39
448

2,242

650
651
652

LINE
n o .

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struct 8< Improver
Water Treatment - Maintenance & Equipment
Total $

39
1

2,132
4,901 $ $

39
1

2,132
4,901

References:
Col [A]: Company Schedeule C-1 Page 8
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Ajo Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Ajo

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION AND DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses
Total

[A]
COMPANY
PROPOSED
$ 66,320
$ 66,320

[B]
STAFF

ADJUSTMENTS
as 8,167
$ 8,167

[C]
STAFF

RECOMMENDED
$ 74,487
$ 74,487

Normalization of Three Year Actual Tank Maintananace Expense
Year Expense

60,779
3,604

2005
2006
2007

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total $ 64,383

LINE
no .

1
2
3
4
5
6
7
8
9
10
11
12
13
14

Normalized Three Year Average
Company Proposed
Staff Adjustment

35

$

$

21,461
13,294
8.167

References;
Col [A]; Company Schedeule C-1 Page 8
Col [B]: All Testimony, Company General Ledgers
Col [C]: Col. [A] + Col. [B]



Arizona Water Comparty - Ajo Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Ajo

OPERATING INCOME ADJUSTMENT no. 5 .. ADMINISTRATIVE & GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative and General Expenses

RA]
COMPANY
PROPOSED

$ 55,525

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 55,525

References:
Col [A]: Company Schedeule C-1 Page 8
Col [B]1
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Ago Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Ajo

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION AND AMORTIZATION EXPENSES

LINE

n o .

1

2

DESCRIPTION
Depreciation and Amortization Expenses
Total $

[A]
COMPANY
PROPOSED

51154
51 ,154

[B]
STAFF

ADJUSTMENT
$ (892)
$ (892)

[C]
STAFF

RECOMMENDED
$ 50,262
$ 50,262

DESCRIPTION

CALCULATIO N  O F  DE PRE CIATIO N  AN D AMO RTIZATIO N  E XPE N SE S

[A] [Bl [Cl
STAFF STAFF

DEPR. PLANT RECOMMENDED
BALANCE RATE

PLANT IN SERVICE
BALANCE

[D]
STAFF

RECOMMENDED
EXPENSE

$ 5 $ 5 0.00%
0.00%
0.00%
000%
0.00%

$

3,697
8,675

1

3,697
8.675

1

25802
3.208
3,015

83,008

802
3,208
a,o15

83,008
86

4,881

1234,290
6,065

160,356
1,319,760

18,030
280,887
51 ,181
80,099

4,290
8,065

160,356
1,319,760

18,030
280,887
51.181
80,099

3.207
23,624

361
6.685
2,329
1 ,458

3
4
5
6
7
8
g

1 0
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
3 1
3 2
3 3
3 4

ACCT

Plant InSewlce
301 Organization Cost
302 Franehise Cost
303 Other intangibles
310 Water Rights
310 Other Source of Supply Land
310 Wells - Other
314 Wells
320 Pumping Plant Land
321 Pumping Plant Structures & improvements
325 Electric Pumping Equipment
328 Gas Engine Equipment
330 Water Treatment Plant Land
331 Water Treatment Structures and improvements
332 Water Treatment Equipment
340 Transmission and Distribution - Land
342 Storage Tanks
343 Transmission and Distribution Mains
344 Fire Sprinkler Taps
345 Services
348 Meters
348 Hydrants
389 General Plant Land
390 General Plant Structures
390 Leasehold Improvements
391 Office Furniture & Equipment
393 Warehouse Equipment
394 Tools, Shops, and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment
_ intentionally Left Blank

A
4 7 , 1 8 1
1 0 , 6 5 9
4 6 , 0 7 1

2 4 1
1 0 , 5 8 7
3 4 , 9 2 1

3 . 2 4 6
3 0 , 3 8 5

8 2 6

4 7 , 1 8 1
1 0 , 6 5 9
4 6 , 0 7 1

2 4 1
1 0 , 5 8 7
3 4 , 9 2 1

3 , 2 4 6
3 0 , 3 8 5

8 2 6

3 . 1 3 %
0 . 0 0 %
2 . 8 6 %
5 . 8 8 %
4 . 0 0 %
0 . 0 0 %
2 . 5 0 %
2 . 8 8 %
0 . 0 0 %
2 . 0 0 %
1 . 7 9 %
2 . 0 0 %
2 . 3 8 %
4 . 5 5 %
1 . 8 2 %
0 . 0 0 %
2 . 5 0 %
3 . 1 3 %
6 . 6 7 %
5 . 0 0 %
4 . 0 0 %
5 . 0 0 %
6 . 6 7 %
6 . 6 7 %
3 . 3 3 %

1 ,180
3 3 4

3 , 0 7 3
1 2

4 2 3
1 .746

2 1 7
2 , 0 2 7

2 8

$ $ $ 51,81633
34
35

Subtotal General
Less: Non~ depreciable Account(s)
Depreciable Plant (L29-L30) $

2,207,198
21 ,651

2,185,547 $

2,207,198
21,651

2,185,547

$ 65,554
2.3709%

3 6
3 7
3 8
3 9

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x Las)
Depreciation Expense - STAFF [CoI. (C), L29 - L34]

$
$

1 ,554
50,262



Arizona Water Company - Ajo Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Ajo

OPERATING INCOME ADJUSTMENT N0. 6 - INCOME TAXES

LINE
n o .

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

[A]
COMPANY
PROPOSED

$ 4,055
893

$ 4,948

[B]
STAFF

ADJUSTMENTS
$ (769)

(169)
(939)$ $

[C]
STAFF

RECOMMENDED
$ 3,286

724
4,009

References:
Col [A]: Company Schedeule C-1 Page 8
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Ajo Water System
Docket No. W-01445A-08~0440
Test Year December 31, 2007

Schedule All-12
Ajo

OPERATING INCOME ADJUSTMENT N0. 8 . PROPERTY TAXES

$ $

$
$

$

470,994
2

941,988
470,994

1 ,412,982
3

470,994
2

941,988 $

470,994
2

941 ,988
545,108

1 ,487,096
3

495,699
2

991 ,397

$
$

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP _
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

941,988
22.5%

211 ,947
11.3300%

$

991 ,397.06
22.5%

223,064
11.3300%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 24,014
26,265

$ (2,251)18

19
20
21

Staff Test Year Adjustment (Line 16-Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

25,273
24,014
1.260

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

1,260
74,114

1.6995%



ARIZQNA WATER COMPANY

WESTERN GROUP :

WHITE TANK
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Arizona Water Company - White Tank Water System
Docket No. W-01445A.08-0440
Test Year December 31, 2007

Schedule All-2
White Tank

GROSS REVENUE CONVERSION FACTOR

LINE
no , DESCRIPTION [Al LB1 [Cl LDS

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE LE)
Revenue Conversion Factor (L1 I L5)

1000000%
0.0000%

100.0000%
39.3578%
60.6422%

1 .649016633

7
8
g

1 0
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
38.5989%
61 .4011 %

0.0000%
o

}

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable leone (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and Slate Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320%
34.0000%
0.3163088
38.5989%

100.0000%
38.5989%
61 .4011 %

1.2360%
0007589178

18
19
20
21
22
23

Calculation of Effective Propertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.3578%

$
$

354,190
236,586

24
25
26

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating Income (L24 - L25) $ 117,605

$
$

124,797
50,867

27
28
29

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) s 73,930

$ 1 ,438,668
0.0000%

$
$

30
31
32
33
34

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33) $

$
$

48,552
46,155

35
36
37

Property Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
lncreasee in Property Tax Due to Increase in Revenue (All-12, L22) $ 2.397

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 193,932

Test Year

$
$
$
$

1 ,244,736
957,283
155,669
131,784
6.9680%

$ 193,932

STAFF
Recommended

$ 1 ,438,668
$ 959,680
$ 155,669
$ 323,319

6.9680%

$

9,183
$

$
300,790

22,529

$
$

122,601

$ 41,684 $ 102,269

39
40
41
42
43
44
45
46
47
48
49
50
51
52

Calculation of Income Tax:

Revenue (Schedu\e All-3, Col.[C], Line 4 & Sch. All-1, Col. [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 _ L37- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket (SI - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Braeket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State income Tax (L35 + L42)

$
$

41 ,684
50,867

$
$

102,2€9
124,797

53 Applicable Federal Income Tax Rate [Col, (D), L42 .. Col. (B), L42] / (Col. (C), L36 - Col. (A), L36] 34.00%

$ 4,372,718
3.56%

155,669

54
55
56

Calculation of lnteres! Svnchronization:
Rate Base (Schedule BKB-13, Col. II)
Weighted Average Cost of Debt (Schedule DCP~1 )
Synchronized Interest (L45 X L46) S



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2001

Schedule All.s
White Tank

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] [El

LINE
NO. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES.
$ $ s $ 193,932 $ 1,426,337

12,331
1,438,668

Meered Revenues
Miscellaneous

Total Operating Revenues $

1232,405
12,331

1 ,244,736 s s

1,232,405
12,331

1244,736 $ 193,932

$ $ (150,244) $ $150,244
5,606 5.606 5,606

105,581 15,250 120,831 120,831

6.861
(35,505)

41,276
41,836

138,072
72,619

362
146,701
567,304

OPERATING EXPENSES;
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water TreatmentExpenses
Transmission and Distribution Expenses
Customer AccountingExpenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

41,276
34,975

173,577
72,619

362
146,701
730,941 $

41,276
41 ,836

138,072
72,619

362
146,701
567,304 $

Depreciation and AmortizationExpenses 294,495

(163,637)

(7,638) 286,857 286,857

Taxes
$ $ 59,034

13,005
(1,281 )

$ $ 60,584
13,346

2,397

(17850)
(3,822)
53436
56967
89,231

1,114667
130069

$ $
$
$

$
$
$

102,269
22,529
48,552
56,967

230,316
1 ,084,47B

354, 190

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
TotaI Operating Expenses
Operating Income (Loss)

$
$
$ $

64,758
129,516

(129,516)

$
s
$

41,684
9,183

46,155
56,967

153,989
1,008,150

236,586

76,327
76,327

117,605

References:
Column [A]; Company Schedule C-1 Pg 3 of 11
Column [B]; Schedule All-4
Column [C]: Column [A] + Column [B]
Column [D]: Schedules All-1 and All-2
Column [E[: Column [C] + Column [D]



ADJ ¢¢ »DESCRIPTION REFRENCES
1
z
3
4
5
s
7
e

Source of SuDDly
Pumps 9 Expo Se
W ate T c ame I E D uses
Trarlsmtsslo & Drstribubon Expo so
General & Adm istrative

Depreciation E senses
Income Taxes
Property Taxes

Schedule AII.5
Schedule All6
Selfed Ia All7
Schedule All8
Sehedule All-9
Schedule All-10
Schedule All-11
Schedule Al1-12

Arizona Water Company - White Tank water system
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule AII~4
WhllB Tank

SUMMARV OF OPERATING INCOME STATEMENT ADJUSTMENTS TEST YEAR

[Al IB) Ice [El [Fl IGGY [HI m [Jo

LINE
NO DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 AOJ #4 ADJ #5 ADJ #6 ADJ #7 ADJ #8

STAFF
ADJUSTED

1
2 s s s s s s s $ s s

Operating Revenues .
Residential
Cummerc id
industrial
Private Fire Service
Other Water Revenues

Total Water Revenues s

1.057.928
119 35B

1 BB58
295

36.166
1.232405 s s s s s s S s s

1057,928
119.358

18.658
295

36188
1,232,405

Miscellaneous
Total Operating Revenues s

12_331
1.244.735 s s s s s s s s s

12.331
1,244,738

s s 1150.244) s s s s s s s s150244
5.806 5.606

105581 15.250 120.831

3
4
5
6
7
s
9

10
11
12
13
14
15
18
17
LB
19
20 eae1

(35505)

OPERA lruve EXPENSES.
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment ExDenses
Transmission and Dustibuiion Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

41 276
34975

173577
72,519

352
145,701
730941 s (150244) s 15,250 s e s e 1 s 435.505) s s s s s

41276
41836

138.072
72.519

362
1481701
567304

Depredatiorl and Amortization Expenses 294.495 (7638) 285857

59.034
13.005

(7281)

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes s

(17,350)
{3B22}
53.435
55967
89.231 s s s s s s s 72039 s 172811 s

41 884
9.1a3

46155
55,967

153989

21
22
ZN
24
25
25
27
CB
29
30
31
32
33
34
35
38
37

Total Operating Expenses
Gperatfng Income (Income)

s
s

1,1 14,687
130,069

s
s

(300,488)
300,488

s
s

20501
(30501 I

s
s

13723
113.723)

s
s

(71,009)
71009

s
s

s
s

(7838)
7.638

s
s

72039
(72039)

s
s

[7.281l
7281

s
$

1,008.150
238586



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5
White Tank

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

LINE
n o .

1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPCSED

$ 150,244
5,606

$ 155,850

[B]
STAFF

ADJUSTMENTS
$ (150,244)

$ (150,244)

[C]
STAFF

RECOMMENDED
$ _

5,606
$ 5,606

References:
Col [A]: Company Schedule C-1 Page 8
Col [B]: All Testimony, Company's Response to Staff Data Request 11-8
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - white Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6
White Tank

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

[A]
COMPANY
PROPOSED
$ 105,581

[B]
STAFF

ADJUSTMENTS
$ 15,250

[C]
STAFF

RECOMMENDED
$ 120,831

LINE
no .

1
2
3
4

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

41,276
146,857 $ 15,250 $

41,276
162,107

References:
Col [A]: Company Schedule C-1 Page 8
Col [B]: All Testimony, Company response to Staff Data Request 11-8
Col [C]: Col. [A] + Col. [B]



Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
White Tank

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 34,975

[BI
STAFF

ADJUSTMENTS
$ 6,861

[C]
STAFF

RECOMMENDED
as 41 ,836

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

$

Staff
Recommended
$ 84

8,608
12,489

Acct.

MQ
640
641
642

Operations Ledger
Water Treatment - Operations 8. Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense

84
8,608
5,628 6.861

650
651
652

LINE
n o .

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struct & Improver
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-4,JMR-7 & JMR-14
Total $

84
1

5.233
15,337
34,975 $ 6,861 $

84
1

5,233
15,337
41,836

References:
Col [A]; Company Schedule C-1 Page 8
Col [B}: All Testimony, Company response to Staff Data Request 11-8
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
White Tank

OPERATING INCOME ADJUSTMENT no. 4 . TRANSMISSION & DISTRIBUTION EXPENSES

LINE
n o .

1
2
3
4

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED
$ 173,577

[B]
STAFF

ADJUSTMENTS
$ (35,505)

[C]
STAFF

RECOMMENDED
$ 138,072

Normalization of Three Year Actual Tank Maintananace Expense
Year Expense

(809)
3,960

2005
2006
2007

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total $ 3,151

5
6
7
8
9
10
11
12
13

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

1 ,050
36,555

(35,505)



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
white Tank

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED
$ 146,701

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 146,701

References:
Col [A]: Company Schedeule C-1 Page 8
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
White Tank

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION EXPENSE

LINE
no.

1
DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 294,495

[B]
STAFF

ADJUSTMENTS
$ (7,638)

[C]
STAFF

RECOMMENDED
$ 286,857

OPERATING INCOME ADJUSTMENT # .. DEPRECIATION EXPENSE
[A] [Bl

STAFF
DEPR. PLANT

BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

Line
No.

PLANT IN SERVICE
BALANCE

s 15 $ 15 0.00%
0.00%
0.00%
0.00%
000%

s

10,564
21,233
28,523

10,564
21,233
28,523

563,051 563,051 3.13% 17,623

17,880
828,899

17,880
828,899

2.86%
5.88%
4.00%

511
48,739

2.50%
2.86%

855
31,021

34,215
1,084,662

35,990
478,301

7,123,636
36,138

1,820,272
202,921
542,336

34,215
1,084,662

35,990
478,301

7,123,636
36,138

1,820,272
202,921
542,336

9.566
127,513

723
43,322
9,233
9,871

1
2
3
4
5
s
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

ACCT
DESCRIPTION

Plant In Service
301 Organization Cost
302 Franchise Cost

303 Other Intangibles
310 Water Rights
310 Other Source of Supply Land
310 Wells - Other
314 Wells
320 Pumping Plant Land
321 Pumping Plant Structures & Improvements
325 Electric Pumping Equipment
328 Gas Engine Equipment
330 Water Treatment Plant - Land
331 Water Treatment Structures and Improvements
332 Water Treatment Equipment
340 Transmission and Distribution - Land
342 Storage Tanks
343 Transmission and Distribution Mains
344 Fire Sprinkler Taps
345 Services
346 Meters
348 Hydrants
389 General Plant Land
390 General Plant Structures
390 Leasehold improvements
391 Office Furniture 8< Equipment
393 Warehouse Equipment
394 Tools, Shops, and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment
- intentionally Left Blank

28,954
31,189

122,156
1.300

35,639
4,010
1.823

32,161
12,683

28,954
31,189

122,156
1800

35,639
4,010
1,823

32,161
12,683

2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%
8.59%
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

724
2,055
8,148

85
1,426

201
122

2,145
422

$ $ $ 314,28633
34
35

Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

13,098,551
96,325

13,002,226 $

13,098,551
96,325

13,002,226

$ 1,134,727
2_4172%

36
37
38
39

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [Col. (C), L29 - L341

$
$

27,428
286,857



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
White Tank

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
n o .

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

[A]
COMPANY
PROPOSED
$ (17,350)

(3,822)
$ (21 ,172)

[B]
STAFF

ADJUSTMENTS
$ 59,034

13,005
72,039$ $

[C]
STAFF

RECOMMENDED
$ 41 ,684

9,183
50,867

References:
Col [A]: Company Schedule C-1 Page 8
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - white Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
White Tank

OPERATING INCOME ADJUSTMENT # 7 - PROPERTY TAXES

$ $

$
33

35

1 ,244.736
2

2,489,472
1 ,244,736
3,734,208

3
1 ,244,736

2
2,489,472 $

1 ,244,736
2

2,489,472
1 ,438,668
3,928,140

3
1 ,309,380

2
2,618,760

$
$

1
2
3
4
5
6
7
8
g

1 0
1 1
1 2
1 3
1 4
1 5

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

2,489,472
22.5%

560,131
8.2400%

$

2,518,759.98
22.5%

589,221
8.2400%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 46,155
53,436

$ (7,281)1 8

1 9
2 0
2 1

Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

48,552
46,155
2.397

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

2,397
193,932
1 .2360%



ARIZONA WATER COMPANY

EASTERN GROUP
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EXECUTIVE SUMMARY
ARIZONA WATER COMPANY

DOCKET NO. W-01445A-08-0440

Arizona Water Company ("AWC" or "Company") is a public service corporation engaged in
the business of providing public utility water service to approximately 83,000 Arizona
customers.

This testimony presents Staffs analysis and recommendations concerning the Company's Rate
Base for the seventeen (17) systems in this docket. This testimony discusses six Staff
adjustments made to AWC's Rate Base.

In aggregate, Staff recommends a $5,473,842 disallowance of AWC's plant in service and an
overall $3,087,125 reduction to the Company proposed rate base. These figures are shown on
the consolidated version of Schedule BKB-l attached to this testimony. Detail of these
adjustments are shown on Schedule BKB-2 for each of the seventeen (17) districts.

An overview of Staffs six adjustments to the Company rate base is provided below:

Not Used and Useful Plant
In aggregate for the seventeen (17) systems, Staff removed $5,473,842 of plant because it was
not used and useful.

Accumulated Depreciation
In aggregate for the seventeen (17) systems, Staff removed $2,5l1,769 of accumulated
depreciation associated with the not used and useful plant removals listed above.

Contributions in Aid of Construction ("CIAC")
This adjustment removes $1,324,341 in Contributions in Aid of Construction ("CIAC")
associated with two of the not used and useful plant removals listed above.

Customer Deposits
In aggregate for the seventeen (17) systems, this adjustment adds a total of $658,380 to the
customer deposits account in the rate base.

Working Capital
In aggregate for the seventeen (17) systems, Staffs recalculation of the Company's working
cash requirement amounts resulted in a deduction of $776,725 to the working capital account in
rate base.

Regulatory Asset / (Liability)
This adjustment removes $14,289 in Net Regulatory Asset/(Liability) to recognize Staff' s
recalculation of the 2006 amortization amount in the Casa Grande system.
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1 INTRODUCTION

2 Q- Please state your name and business address.

3

4

My name is Brian K. Bozzo. My business address is 1200 West Washington Street,

Phoenix, Arizona 85007.

5

6 Q- By whom are you employed and in what capacity?

7

8

9

I am employed by the Arizona Corporation Commission ("Commission") in the Utilities

Division ("StafF') as the Compliance and Enforcement Manager. Until July 2003, I was

employed by Staff as a Public Utility Analyst V in the Financial and Regulatory Analysis

section.10

11

12 Q- Please describe your education and work experience.

13

14

15

16

I obtained a Bachelor of Science degree in Business Administration from the University of

Arizona located in Tucson, Arizona. In 1991, I joined Staff as a rate analyst. I have been

responsible for conducting case preparation/analysis and sewing as a Commission witness

in rate proceedings, finance authorizations and Certificate of Convenience and Necessity

17 ("CC&N") proceedings, among others. These duties included utility and financial

18

19

20

21

22

23

24

25

A.

A.

A.

examinations and investigations which determined and presented Staff" s recommendations

on the issues of rate base, operating expenses, revenue requirement and rate design,

among others. Further, as the Compliance Manager, I am responsible for a group

consisting of two individuals with the mission of monitoring and reporting on regulated

industries adherence with Commission decisions and rules. In that capacity, I am also

assigned compliance casework relating to extension of time requests and order to show

cause actions. Finally, in support of all the above casework, I provide oral and written

testimony to the Commission via participation in formal and administrative hearings.



AiO Oracle Sierra vlsta
Bisbee Overgaard Stanfield
Casa Grande Pinewood Superstition
Coolidge Rimrock White Tank
Lakeside Sedona Winkelman
Miaml San Manuel

Direct Testimony of Brian K. Bozzo
Docket No. W-01445A-08-0440
Page 2

1 Q. What Test Year was used by Arizona Water Company ("AWC" or "Company") in

2 this filing?

3 AWC applied a historical Test Year utilizing the twelve months ending December 31,

4 2007.

5

6 Q-

A.

Are there multiple AWC districts included in the instant application?

7

8

9

Yes, on August 22, 2008, AWC docketed an application for a determination of the fair

value of its utility plant and property and for an adjustment to its rates and charges for

seventeen (17) individual "distr icts" within its Company. As such, Staff analyzed

While the10

11

12

separately the individual distr icts outlined in the applicat ion by AWC.

Company has more than seventeen (17) individual water systems (from an engineering

separa te Ar izona  Depar tment  of Environmenta l Qua lity

13

perspect ive) which have

("ADEQ") public water system identification numbers, AWC combined their operations

14 into the following seventeen (17) districts for ratemaking and presentation purposes :

Table I15

16

17 Q, What is the purpose of your testimony in this proceeding?

18

19

20

21

22

23

A.

A. T he purpose of  my tes t imony is  to present  S ta ffs  ana lys is  and r ecommenda t ions

concerning the Rate Base for the seventeen (17) districts included in the pending rate

application filed by AWC on August 22, 2008, and found sufficient on October 15, 2008.

My testimony sets forth Staffs adjustments to Plant in Service, Accumulated Depreciation

and other rate base accounts based on end of the Test Year figures and also sets forth

Staff' s adjustments to the post test year adj ustments outlined in the Company testimony.
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1 Q. How is your testimony organized?

2

3

4

5

6

7

8

This introduction is followed by summary discussions of both the Rate Base and Staff's

overall adjustments to AWC's application amounts. Next is a discussion of Staff s test

year and post test year plant adjustments. Following that is a discussion of Staffs

adjustments to the accumulated depreciation account which correspond to plant

adjustments discussed above. After accumulated depreciation, there is a discussion of

Staff adjustments to other rate base accounts such as Contributions in Aid of Construction

("CIAC"), Customer Deposits, Working Capital and Net Regulatory assets/(Liability).

9

10 Q~

11

Was the work resulting in Staff's Rate Base testimony and schedules performed by

you or at your direction?

12 Yes.

13

14 Q- Did AWC present schedules in its application for the utilization of a Reconstruction

15

16 A.

17

18

Cost New ("RCN") Rate Base?

No. Both Schedules B-3 and B-4 of the Company application state "The Company did not

conduct a Reconstruction Cost-New Study". The Company has therefore waived its right

to use RCN Rate Base. Therefore, Original Cost Rate Base will be used as the Fair Value

19 Rate Base in this proceeding.

20

21 Q- Has Staff prepared individual sets of schedules for each Company district?

22

23

A.

A.

A. Yes. In the presentation of its case, Staff prepared a complete set of separate rate base

schedules for each of the individual AWC districts.
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1

2

SUMMARY OF RATE BASE ADJUSTMENTS

Please provide a summary of the adjustments outlined in Staff's Rate BaseQ.

3 testimony.

4

5

6

7

8

9

10

This testimony presents various Staff adjustments to the rate base proposed by the

Company in its application for rate increase. These Staff adjustments relate to the Plant in

Service, Accumulated Depreciation, Contributions in Aid of Construction ("CIAC"),

Customer Deposits, Working Capital and Net Regulatory Asset/(Liability) accounts.

Staffs adjustments to rate base are shown on the consolidated version of Staff Schedule

BKB-1 and are discussed below. Not all adjustments affect all seventeen (17) districts,

therefore nothing is shown in the systems where adjustments do not apply.

11

12

13

14

Not Used and Useful Plant

In aggregate for the seventeen (17) systems, Staff removed $5,473,842 of plant

because it was not used and useful.

15

16

17

18

Accumulated Depreciation

In aggregate for the seventeen (17) systems, Staff removed $2,511,769 of

Accumulated Depreciation associated with the not used and useful plant removals

listed above.19

20

21

22

23

24

A.

Contributions in Aid of Construction ("CIAC")

This adjustment removes $1,324,341 in Contributions in Aid of Construction

("CIAC") associated with two of the not used and useful plant removals listed

above. .
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Customer Deposits

In aggregate for the seventeen (17) systems, this adjustment adds a total of

$658,380 to the Customer Deposits account in the rate base.

Working Capital

In aggregate for the seventeen (17) systems, Staff" s recalculation of the

Company's working cash requirement amounts resulted in a deduction of

$776,725 to the Working Capital account in the rate base.

Net Regulatory Asset / (Liability)

This adjustment removes $14,289 in Net Regulatory Asset/(Liability) to recognize

Staffs recalculation of the 2006 amortization amount in the Casa Grande system.

1

2

3

4

5

6

7

8

9

10

11

12

13

14 A table version of the above information is shown below:

TABLE II

STAFF'S ADJUSTMENTS TO THE AWC RATE BASE

LINE no. TYPE OF ADJUSTMENT AMOUNT

15
16
17
18
19
20
21
22
23
24
25
26
27
28

1.
2.
3.
4.
5.
6.

PLANT IN SERVICE - NOT USED AND USEFUL
ACCUMULATED DEPRECIATIQN
CONTRIBUTIONS IN AID OF CONSTRUCTION
CUSTOMER DEPOSITS
WORKING CAPITAL
REGULATORY ASSETS/(LIABILITIES)

$ (5,473,842)
$ (2,511369)
$ (1,324,341)
s 658,380
$ (776,725)
S (14,289)
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1

2

3

4

5

RATE BASE

Q, Please provide an overview and breakdown of the Company's proposed rate base

amounts.

In aggregate, AWC has proposed a total rate base amount of $147,744,646 for the 17

districts outlined in the Company's application. The individual AWC rate base amounts

for each district system are shown below:

Table III

System
Company Proposed

Rate Base

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

Ago
Bisbee
Casa Grande
Coolidge
Lakeside
Miami
Oracle
Overgaard
Pinewood
Rimrock
Sedona
San Manuel
Sierra Vista
Stanfield
Superstition
White Tank
Winkelman

$1,123,691
$4,660,984

$41,274,515
$4,318,205
$7,169,218
$7,663,611
$2,412,232
$3,338,584
31,882,836
$2,338,005

$18,018,530
$2,035,209
$2,520,716

$823,590
$43,424,545
$4,415,017

$325,142

31

32

33

34

35

36

Q, Please provide an overview and breakdown of Staff's recommended rate base

amounts.

A.

A. In aggregate, Staff recommends a total rate base amount of $144,657,521 for the 17

systems outlined in the Company's application. The Staff recommended rate base figures

by district are presented in Schedules BKB-1 and BKB-2 for each district and rate base

amounts for each district system are shown below;
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Table IV

System
Staff Proposed

Rate Base

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

Aj o
Bisbee
Casa Grande
Coolidge
Lakeside
Miami
Oracle
Overgaard
Pinewood
Rimrock
Sedona
San Manuel
Sierra Vista
Stanfield
Superstition
White Tank
Winkelman

31,113,530
$4,619,362

$40,554,691
$4,256,413
$7,019,069
$7,391,039
$2,392,281
$3,315,094
$1,827,362
$2,316,986

$17,027,937
$2,019,483
$2,491,943

$791,031
$42,812,403
$4,372,718

$336,179

Q- Please identify the number and the nature of the rate base adjustments Staff is

recommending in this testimony.

23

24

25

26

27

28

29

30

A. As  shown in S chedu le BKB-2  for  ea ch of  t he seventeen (17)  dis t r ic t s , Staff is

r ecommending s ix  a djus t ment s  t o  r a t e ba se -  one ea ch t o t he P la nt  in  S er vice,

Accumula ted Deprecia t ion,  CIAC,  Customer  Deposit s ,  Working Capita l and Net

Regulatory Asset/(Liability) accounts. Some of these adjustments affect  numerous

accounts.
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1 SUMMARY OF PLANT AND ACCUMULATED DEPRECIATION

2 Q- Please summarize the Staff adjustments to Plant in Service as shown on Staff

3 Consolidated Schedule BKB-1.

4

5

6

7

In aggregate for the seventeen systems, Staff removed $5,473,842 from plant in service.

Detail of the effect on specific plant accounts is shown on the Schedule BKB-2 for each of

the seventeen (17) systems. With the exception of several post-test year plant amounts,

the entirety of this $5,473,842 deduction from plant was removed based on Staffs

8 determination that the items were system components that were not used and useful. The

9

10

11

12

two post-test year plant amounts (one regarding a Sedona well totaling $413,817 and one

regarding a Pinewood electric panel totaling $40,553) were removed based on the fact that

they were not in service at the time of Staffs physical inspection. In summary, all of the

$5,473,842 deducted from plant in service was removed based on the determination that

the items were not in service or inactive. Plant that is not in service or inactive is not used13

14 and useful to customers.

15

16

17 Q-

18

Rate Base Adjustment No. 1 - Plant in Service / Not Used and Useful Plant.

Did Staff conduct inspections to determine whether the plant claimed in the

Company's filing was used and useful for the provision of utility service?

19

20

21

22

23

Z4

A.

A. Yes. These inspections revealed that not all of the plant presented in the filing was used

and useful. Staff Engineering witness Ms. Katlin Stukov conducted physical inspections

of the various plant that was present on site in the AWC district systems. She is

presenting Staff Reports and written testimony which outline the items that were found to

be not in service and inactive. Further, I conducted discovery to determine the operational

nature and overall status of certain plant items.
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Q- Do any of your adjustments reflected on

multiple districts?

Consolidated Schedule BKB-1 affect

Yes, All of Staff' s rate base adjustments affect multiple systems with the exception of the

Regulatory Asset/(Liability) adjustment which affects only the Casa Grande district.

1

2

3

4

5

6

7

8

9

10

Q- Please provide a breakdown of Not Used and Useful plant.

The overall amounts for each plant account are presented in Table IV below. As can be

seen, Staffs Rate Base Adjustment No. l - Not Used and Useful Plant includes amounts

from various plant accounts which were aggregated from all of the various AWC districts.

Detail on the Not Used and Useful adjustment within each district can be seen in Staff

Schedule BKB-2 for that district.

TABLE V

STAFF'S NOT USED AND USEFUL PLANT ADJUSTMENTS

ACCT. NO. PLANT ACCOUNT AMOUNT

11

12
13
14
15
16
17
18
19
20
21
22
23
24
25

314
321
325
331
332
342
397

WELLS
PUMPING PLANT STRUCTURES AND IMPROVEMENTS
ELECTRIC PUMPING EQUIPMENT
WATER TREATMENT STRUCTURES AND IMPROVE.
WATER TREATMENT EQUIPMENT
STORAGE TANKS
COMMUNICATIONS EQUIPMENT

$ ( 5,061,577 >
s ( 12,731 )
s ( 341075)
$ ( 904 )
S ( 38,098 )
$ ( 5,600 )
s ( 7,792 )

2 6

2 7

2 8

2 9

3 0

3 1

3 2

3 3

Q- Please explain the process which resulted in the production of the Not Used and

Useful Plant adjustment amounts.

A.

A.

A. The Not Used and Useful Plant amounts were the result of a process of inspection and

data gathering involving several steps, each beginning with utility information that was

provided by the Company. The Company originally provided plant information on its

systems to Staff Engineer Ms. Katlin Stukov who ultimately produced Staff Reports on

each system outlining plant that was not in service and inactive. The Staff Reports
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1

2

3

4

included breakdowns of plant facilities for each system, which, according to footnote 5 at

the bottom of Exhibit KS (page 6 of 92), was information provided per Company data

responses and Staffs site visits. Therefore, Staff took Company information and

identified not in service and inactive plant.

5

6

7

8

9

10

11

12

13

14

Staff sent the Company data request BKB 11.16 to gather the necessary cost information

to remove the Not Used and Useful amounts from the cost of service. Company Data

response 11.16 specifically addressed which of those amounts were included in the

Company application (and therefore needed to be removed in Staffs adjustment) and

provided the necessary amounts received to make the adjustment to each account in

Staffs adjustment. Staff then sorted the Company data response information by plant

account so that the Not Used and Useful adjustment could be presented in an aggregate

form. The summary figures for each plant account that make up the Not Used and Useful

plant adjustment are presented above in Table V and are the result of this process.

15

16 Q- Why is Staff removing plant that is Not Used and Useful?

Only plant that is used and useful for the provision of utility service should be included in

the cost of service.

17

18

19

20

21

Q- What adjustment is Staff recommending for Rate Base Adjustment No. 1 - Plant in

Service / Not Used and Useful Plant?

22

23

24

25

A.

A. Staff recommends removing $5,473,842 from Plant in Service. These adjustments are

shown individually on Schedule BKB-2 for each of the seventeen (17) systems. In

addition, there are corresponding adjustments to each Accumulated Depreciation account

that are associated with each piece of this plant in service adjustment.
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Rate Base Adjustment No. 2 - Accumulated Depreciation

Q, What other rate base adjustments were developed in association with the Not Used

and Useful adjustment to plant?

Staffs Accumulated Depreciation adjustments, affecting similar multiple accounts, are

necessary as a result of the removal to Plant in Service for Not Used and Useful plant.

These are corresponding adjustments to Accumulated Depreciation that relate to each of

the individual plant amounts that were removed by Staff

Q- Please provide a brief discussion and outline of Rate Base Adjustment No. 2, which

affects the Accumulated Depreciation account.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

When Staff gathered the original cost figures from the Company relating to the Not Used

and Useful plant, Staff" s discovery also included a request for the Company to provide the

relevant Accumulated Depreciation that corresponded to each plant removal. As with the

summary totals for the individual plant amounts removed in Rate Base Adjustment No. l,

the corresponding Accumulated Depreciation amounts were sorted and totaled by plant

account. Staffs summary adjustments to Accumulated Depreciation for each plant

account are shown below:

TABLE VI

STAFF'S CORRESPONDING ACCUMULATED DEPRECIATION ADJUSTMENTS

ACCT. NO. PLANT ACCOUNT AMOUNT

1 8

1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0

A.

A.

314
321

325
331
332
342
397

WELLS
PUMPING PLANT STRUCTURES AND IMPROVEMENTS
ELECTRIC PUMPING EQUIPMENT
WATER TREATMENT STRUCTURES AND IMPROVE.
WATER TREATMENT EQUIPMENT
STORAGE TANKS
COMMUNICATIONS EQUIPMENT

$(2,3
$(
$(
$(
S(
$(
$(

22,996 )
7,958 )

158,488)
284 )

9,876 )
6,869 )
5,299 )
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1 Q-

2

Overall, what adjustment is Staff recommending for Rate Base Adjustment No. 2

Accumulated Depreciation?

3

4

Staff recommends removing $2,511,769 from Accumulated Depreciation. These

adjustments are shown individually on Schedule BKB-4 for each of the seventeen (17)

systems.5

6

7

8

9

SUMMARY OF OTHER RATE BASE ADJUSTMENTS

Rate Base Adjustment No. 3 - Contributions in Aid of Construction ("CIAC")

Please provide a brief discussion and outline of the Rate Base Adjustment No. 3 to

CIAC.

Q-

10

11

12

13

14

In aggregate, Staff removed two amounts which impact the CIAC account. These

adjustments relate to two of the individual plant removals that were developer funded.

The removals were in the Wells account and were for a Superstition/Apache Junction well

identified as Ranch 160 WE and for a Coolidge well identified as Well # ll. The amounts

involved in this adjustment are shown in the table below:

TABLE VII

STAFF'S CORRESPONDING CONTRIBUTIONS IN AID OF CONSTRUCTION ADJUSTMENTS

SYSTEM AWC WELL ID AMOUNT

15

16
17
18
19
20
21
22
23
24
25
26

SUPERSTITION/ AP. JU.
COOLIDEGE

Ranch 160 WE
Well # 11

484,606 )
839,736)

27 Q- Overall, what adjustment is Staff recommending for Rate Base Adjustment No. 3

28 CIAC?

29

30

Staff recommends removing $1,324,341 from CIAC. These adjustments are shown

individually on Schedules BKB-2 and BKB-5 for the Superstition and the Coolidge

districts.31

A.

A.

A.
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1 Q- Is this your final recommendation on CIAC?

2

3

Not necessarily. Staff is developing another data request for the Company. Based on the

Company's response to this data request,Staff may adjust the CIAC recommendation.

4

5

6

Rate Base Adjustment No. 4 - Customer Deposits

Did the Company include Customer Deposit amounts for each AWC district in the

pending application for rate increase?

Q,

7

8

9

10

11

No. As can be seen on Schedule BKB-6 for each system, the Company did not include

Customer Deposit amounts in the rate case application. Therefore, any such amounts

discovered by Staff and included in the cost of service would increase the balance from

zero (0) and create a Customer Deposit adjustment in each district.

12

13 Q- Did Staff's analysis identify any AWC amounts relating to customer deposits?

14

15

16

17

Yes. Staff data request All 3-30 asked that the Company to provide a listing of the

Customer Deposits as of the end of the Test Year. In the Company response, AWC listed

the amount of Customer Deposits for each of the districts. Staff consolidated the amounts

for Apache Junction and Superior to form a total for the Superstition district. The

customer deposit amounts provided by AWC are shown in the table below:

TABLE VIII

STAFFS CUSTOMER DEPOSIT RATE BASE ADJUSTMENTS

AWC DISTRICT AMOUNT

18

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

A.

A.

A.

AJO
BISBEE
CASA GRANDE
COOLIDGE
LAKESIDE
MIAMI
ORACLE
OVERGAARD
PINEWOOD

s 4,600
s 7,600
$252,738
38 69,105
s 8,300
s 31,336
8 7,460
EE 6,935
s 4,330
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1
2
3
4
5
6
7
8
9

RIMROCK
SEDONA
SAN MANUEL
SIERRA VISTA
STANFIELD
SUPERSTITION
WHITE TANK
WINKELMAN

$ 7,050
S 18,575
$ 5,425
s 15,925
$ 2,635
s 196,185
S 9,530
s 650

10

11

Q- What adjustment does Staff then recommend for Rate Base Adjustment No. 4

Customer Deposits?

12

13

14

15

16

Staff recommends that a total of $658,380 be added to the Customer Deposits account.

These adjustments are shown individually on Schedule BKB-6 for each of the seventeen

(17) districts. They increase the balance of the Customer Deposits account from zero (0)

in each district. The $658,380 Staff adjustment is the accumulation of these individual

Customer Deposit adjustments shown above in Table VIII.

17

18

19

Rate Base Adjustment No. 5 - Working Capital

Q, Did the Company include a Working Capital component in its application for rate

20

21

increase?

22

23

24

Yes. The Company included a total of $1,876,007 in the rate application in the Working

Capital category. The $1,876,007 total is a consolidation of amounts for Cash Working

Capital, Materials and Supplies Inventories, Required Cash Balances and Prepayments

and Special Deposits.

25

26 Q. Does Staff agree with the Company's Worldng Capital balance?

27

28

29

A.

A.

A. No. Staff disagrees with the analysis behind the Company's Cash Working Capital figure

of $556,419. The specific analysis supporting the Cash Working Capital figure in the

Company application is the lead-lag study.
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1 Q-

2

Has Staff developed an adjustment to any other section of Working Capital other

than Cash Working Capital?

3 No.

4

5

6

Q. What is Staff's objection with the lead-lag study as proposed by the Company?

7

8

The Company presented the Commission with a lead-lag study that includes a cost of

equity component in its calculation. The cost of equity is not a normal or appropriate

component for inclusion in a lead-lag study.

9

10 Q-

11

What does Staff recommend regarding the Company's use of the cost of equity as a

component in the lead-lag study.

12 Staff recommends that the cost of equity component be excluded from the lead-lag study.

13

14 Q- Did Staff exclude the entire lead-lag study as presented by the Company?

15

16

No. In fact, Staff utilized all of the Company lead-lag study with the exception of the Cost

of Equity component.

17

18

19

20

21

Q- How did Staff accomplish the exclusion of the Cost of Equity component from the

lead-lag study?

22

23

24

25

A.

A.

A.

A.

B. The Company's lead-lag study has separate calculations of the "working cash

requirement" in dollars for each individual component or expenditure account (Purchased

Power, Payroll, Purchased Water, Chemicals, etc.). This provides the amount of cash

needed for each of the individual accounts that is included in the study for that district. In

each of the Company lead-lag studies, one of the presented components or line items

relates to the cost of equity. The summation of the working cash requirement amounts for
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1

2

each individual component or expenditure line (including cost of equity) provides the total

working cash requirement for that district.

3

4

5

6

7

8

9

10

11

Therefore, since the cost of equity was included as a separate component or expenditure

line item, each district study has an amount of cash that was calculated and included

specifically for the cost of equity. In order to exclude the cost of equity component from

Staffs recommendation for cash working capital, Staff simply removed or subtracted the

exact amount of working cash requirement dollars relating to cost of equity that the

Company calculated and included in the study. This effectively eliminated or excluded

the cost of equity from the Company lead-lag study and provided the lead-lag study result

that Staff utilized in its recommendation.

12

13 Q. What is the effect of Staff's exclusion of the cost of equity from the lead-lag study?

14

15

The amount of working cash requirement for the cost of equity component was different

in each district so the effect of removing those amounts is different for each district as

16

17

18

19

20

21

22

23

A.

well. For instance, in Superstition, the amount included by the Company for the cost of

equity was $253,152 providing a total working cash requirement of $172,162. Therefore,

without the cost of equity component, the Superstition system would have reflected a

negative working cash requirement amount. Staffs elimination of the cost of equity

component and subsequent subtraction of the $253,152 of cost of equity cash resulted in a

Staff recommended Superstition Working Cash Requirement of $(80,990). The effect on

other systems, though much smaller, is significant and, in most cases, results in a negative

cash requirement for that district.



Direct Testimony of Brian K. Bozzo
Docket No. W-01445A-08-0440
Page 17

1

2

3

In aggregate, the elimination of the cost of equity component resulted in a reduction of the

Company's $556,419 Working Cash Requirement figure by $776,727, to a total of

($220,308).

4

5

6

Q. What does Staff recommend for Working Capital?

7

8

9

10

Staff recommends that $776,727 be removed from the Working Capital account due to

Staffs exclusion of the cost of equity component from the lead-lag study.

Rate Base Adjustment No. 6 - Regulatory Asset/(Liability)

Did the Company propose an amount in the Net Regulatory Asset/(Liability)

account?

Q-

11

12

13

14

15

16

17

18

19

20

21

22

Yes. The Company filing included $43,803 for this account. The $43,803 balance is

composed of three individual items, an amortization of a regulatory liability in the Miami

system with a balance of $(532,000), an amortization of a regulatory asset in the Casa

Grande System with a balance of $128,606 and a Casa Grande increase in rate base to

reflect additional deferred Central Arizona Project M&I charges now used and useful

totaling $447,197. As shown on Company adjustment JMR-2, the combination of the two

amortizations (negative $532,000 and positive $l28,606) results in a Company proposed

amortization balance of negative $403,394. The overall regulatory asset/(liability)

account balance of $43,803 is a combination of the negative $403,394 reflected in

Company adjustment JMR-2 and the addition of $447,197 in Casa Grande deferred CAP

M&I charges reflected in Company adjustment JMR-3 .

23

24 Q~ Does Staff agree with the Company proposed amount of $43,803?

25

26

A.

A.

A. No. Staff" s review indicates that an entry error has occurred which resulted in an incorrect

2006 amortization on the Casa Grande regulatory asset (as outlined in JMR-2). The 2006
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1

2

3

amortization amount of $7,145 bears a positive classification when it should bear a

negative classification. As a result of this typo, the calculation results in an overstated

Company proposed balance of$l28,606.

4

5 Q- How did Staff address this issue?

6

7

8

9

10

11

Staff adjusted the 2006 amortization to reflect the same negative classification as the

2004, 2005 and 2006 amortization calculations. This reduced the amortized balance at

December 31, 2007 by a total of $14,290, from the Company proposed balance of

$128,606 to the Staff recommended balance of $114,317. AsStaff outlined no adjustment

to the other to portions of the Net Regulatory Asset/(Liability) account, this $14,290

reduction represents the entire adjustment to this account.

12

13 Q- What is Staff recommending in the Regulatory Asset/(Liability) account?

14 Staff recommends the reduction of the Company proposed $43,803 by a total of $14,289,

to the Staff recommended balance of $29,514.15

16

17 Q-

18

Does this conclude your direct testimony regarding Staff's recommendation for

Arizona Water Company?

19

A.

A.

A. Yes, it does.
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CompanyDocket No. W-01445A-08-0440

Test Year December 31, 2007

RATE BASE _ ORIGINAL COST

[B]

LINE
n o .

1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$
$
$

$ $

[A]
COM PANY

AS
FILED

344, 143,636
71 ,352,953

272,790,683 $

STAFF
ADJUSTMENTS

(5,473,842)
(2,511 ,769)
(2,962,073) $

[C]
STAFF

AS
ADJUSTED

338,669,794
68,841 ,184

269,828,610

LESS:

4
5
8

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$

$

42,642,875
7,450,363

35,192,512 $

(1,324,341)

(1,324,341) $

41,318,534
7,450,363

33,868,171

7 Advances in Aid of Construction (AIAC) 72,608,333 72,608,330

8 Customer Deposits 658,380 658,380

9 Deferred Income Tax Credits 19,165,001 19,165,004

ADD.-

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 1 ,876,007 1,099,282

13

Working Capital

Net Regulatory Asset/(Liability 43,803 29,514

17 Original Cost Rate Base $ 147,744,646 $

(776,725)

(14,289)

(3,087,125) $ 144,657,521

References:
Column (A), Company Schedule B-1
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-4)



Arizona Water Company - Ajo Water System
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Test Year December 31, 2007

Schedule BKB-1
Ajo

RATE BASE - ORIGINAL COST

[B]

STAFF
ADJUSTMENTS

LINE
n o .

1
2
3

$ $
DESCRIPTION
Plant in Service
Less: Accumuiated Depreciation
Net Plant in Service $

[A]
COMPANY

AS
FILED
2,207,198

812,825
1,394,373 $

[C]
STAFF

AS
REF ADJUSTED

$ 2,207,198
812,825

1,394,373$

LESS:

4
5
e

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net ciAo

$ $ $

$

65,554
15,854
49,700 $ $

65,554
15,854
49,700

7 Advances in Aid of Construction (AIAC) 87,953 87,953

8 Customer Deposits 4,600 4,600

9 Deferred Income Tax Credits 155,237 155,237

ADD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 22,208 (5,561) 16,647

13 intentionally Left Blank

17 Original Cost Rate Base $ 1,123,691 $ (10,161) $ 1,113,530

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Ajo Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-6
Ajo

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 _ CUSTOMER DEPOSITS

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[5]
STAFF

ADJUSTMENTS
$ 4,600

[C]
STAFF

RECOMMENDED
$ 4,600

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [cy Col. [A] + Col. [B]



Arizona Water Company - Ago Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

ScheduleBKB-7
Ajo

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
no.

1

ACCT.
no.
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
s 22,208

[B]
STAFF

ADJUSTMENTS
$ (5,561)

[C]
STAFF

RECOMMENDED
$ 16,647

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-1
Bisbee

RATE BASE - ORIGINAL cosT

[B]

LINE
n o .

1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$

$

[A]
COMPANY

AS
FILED

10,314,658
4,218,432
6,096,226

$

$

STAFF
ADJUSTMENTS

(704)
(746)

42

[C]
STAFF

AS
REF ADJUSTED

$ 10,313,954
4,217,686
6,096,268$

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

452,659
106,681
345,978 $ $

452,659
106,681
345,978

7 Advances in Aid of Construction (AIAC) 258,981 258,981

8 Customer Deposits 17,600 17,600

9 Deferred Income Tax Credits 954,417 954,417

ADD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital

13 intentionally Left Blank

124,134 (24,064) 100,070

17 Original Cost Rate Base $ 4,660,984 $ (41 ,622) $ 4,619,362

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [cl Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-3
Bisbee

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED a USEFUL PLANT

ACCT.
n o .
397

DESCRiPTlON
Communications Equipment

[A]
COMPANY
PROPOSED
$ 281 ,380

[B]
STAFF

ADJUSTMENTS
$ (704)

[C]
STAFF

RECOMMENDED
$ 280,676

Plant Not Used and Useful - Communications Equipment

LINE
n o .

1

2
3
4
5
6
7
8
9

AWC Location / Description
Black Gap Repeater Stat. / Metal Bldg
Total

Cost Basis
$704.00
$704.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-4
Bisbee

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 . ACCUMULATED DEPRECIATION

ACCT.
n o .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 4,218,432

[B]
STAFF

ADJUSTMENTS
$ (746)

[C]
STAFF

RECOMMENDED
s 4,217,686

LINE
n o .

1
2
3
4
5
6
7
8
9

10

Accumulated Depreciation Associated With Plant Not Used and Useful - Communications Equipment

AWC Location / Description
Black Gap Repeater Stat. / Metal Bldg
Total

Accumulated
Depreciation

$746.06
$746.06

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]

L



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-6
Bisbee

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

LINE
n o .

1

ACCT.
no.
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 17,600

[C]
STAFF

RECOMMENDED
$ 17,600

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-7
Bisbee

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
no .
1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 124434

[B]
STAFF

ADJUSTMENTS
$ (24,064)

[C]
STAFF

RECOMMENDED
$ 100,070

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col, [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31 2007

Schedule BKB-1
Casa Grande

I

RATE BASE - ORIGINAL COST

[B]

LINE
n o . DESCRIPTION

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS REF

[C]
STAFF

AS
ADJUSTED

1

2

3

Plant in SeMce
Less: Accumulated Depreciation
Net Plant in Service

$$ 104,521,097
17,639,046
86,882,051$ $

(1,056,318)
(812,369)
(243,949)

$ 103,464,779
16,826,677
86,638,102$

LESS.'

4
5
6

Contributions in Aid of Construction (GIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

14,050,085
2,242,757

11 ,807,328 $ $

14,050,085
2,242,757

11,807,328

7 Advances in Aid of Construction (AIAC) 29,671 ,663 29,671,663

8 Customer Deposits 252,738 252,738

g Deferred Income Tax Credits 5,088,308 5,088,308

ADD:

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 383,959 175,113

13 Net Regulatory Asset/(Liability) 575,803 561,514

17 Original Cost Rate Base $ 41,274,515 $

(208,846)

(14,289)

(719,823) $ 40,554,691

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-3
Casa Grande

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
no.
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 5,670,264

[B]
STAFF

ADJUSTMENTS
$ (1 ,056,318)

[C]
STAFF

RECOMMENDED
$ 4,613,946

Calculation of Plant Not Used and Useful - Wells

LINE
no.

1

2
3
4
5
6
7
8
9
10
11
12
13
14
15

AWC Well ID
Well # 34
Well # 9
Inactive
Inactive
Inactive
Inactive
Total

AWR Well ID
55-616588
55-616594
55-616583
55-506809
55-616597
55-616602

$

$

Cost Basis
22,742

136,862
115,205
159,393
248,844
373,272

1,056,318

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-4
Casa Grande

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

ACCT .
n o .
n/a

DESCRIPTION
Accumulated Depreciation
Total

[A]
COMPANY
PROPOSED

$ 17,639,046
17,639,046

[B]
STAFF

ADJUSTMENTS
$ (812,369)

(812,369)

[C]
STAFF

RECOMMENDED
$ 16,826,677

16,826,677

Accumulated Depreciation Associated With Plant Not Used & Useful - Wells

LINE
no.
1
2
3
4
5
6
7
8
g

10
11
12
13
14

AWC Well ID
Well # 34
Well # 9
Inactive
Inactive
Inactive
inactive
Total

AWR Well ID
55-616588
55-616594
55-616583
55-506809
55-616597
55-616602

Acc um Depr
$

$

22,923
173,397
101,202
135,923
167,037
211,888
812,369

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Casa Grande

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 _ CUSTOMER DEPOSITS

LINE
n o .

1

ACCT.
n o . DESCRIPTION

Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 252,738

[C]
STAFF

RECOMMENDED
$ 252,738

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-7
Casa Grande

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 _ WORKING CAPITAL

LINE

no.
1

ACCT.
no .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 383,959

[B]
STAFF

ADJUSTMENTS
$ (208,846)

[C]
STAFF

RECOMMENDED
$ 175,113

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Casa Grande Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-8
Casa Grande

ORIGINAL COST RATE BASE ADJUSTMENT no. 6 - REGULATORY ASSET

ACCT.
n o .
n/a

DESCRIPTION
Regulatory Asset (Liability)

[A]
COMPANY
PROPOSED

$ 575,803

[B]
STAFF

ADJUSTMENTS
$ (14,289)

[C]
STAFF

RECOMMENDED
$ 561,514

Description
Amortization Period (Years)

Staff's Recalculation of Balance of Regulatory Assets

Staff
Calculation

20

$ 142,896

(7,145)
(7,145)
(7,145)
(7,145)

LINE
n o .

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

114,317

Balance - Per Decision No. 68302
2002 Amortization
2003 Amortization
2004 Amortization
2005 Amortization
2006 Amortization
2007 Amortization
Balance of Regulatory Assets - 12/31/07
Company Proposed Balance of Regulatory Asset
Staff Adjustment $

128,606
(14,289)

References:
Col [A]: Company Schedeule B-1, Reiker Adjustment JMR-2
Col [B]: BKB Testimony
Col [CII Col. [A] + Col. [B]



Arizona Water Company - Coolidge Water System
Docket No. w-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Coolidge

RATE BASE - ORIGINAL COST

[B]

LINE
n o .

1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $

$

[A]
COMPANY

AS
FILED

17,060,139
3,207,118

13,853,02t $

STAFF
ADJUSTMENTS

(856,324)
(46,188)

(810,136)

[C]
STAFF

AS
REF ADJUSTED

$ 16,203,815
3,160,930

13,042,885$

LESS."

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ (839,736) $

$

1 ,544,697
145v424

1 ,399,273 $ (839,736) $

704,961
145,424
559,537

7 Advances in Aid of Construction (AIAC) 7,214,952 7,214,952

8 Customer Deposits 69,105 69,105

g Deferred Income Tax Credits 1 ,009,996 1 ,009,996

A DD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 89,405 (22,287) 67,118

13 Intentionally Left Blank

17 Original Cost Rate Base $ 4,318,205 $ (61,792) $ 4,256,413

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-3
Coolidge

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 l NOT USED & USEFUL PLANT

LINE
n o .

1
2
3
4
5
6
7
8

ACCT.
n o .
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 2,048,774

[B]
STAFF

ADJUSTMENTS
$ (856,324)

[C]
STAFF

RECOMMENDED
s 1,192,450

Calculation of Plant Not Used and
AWC Well ID AWR Well ID
Well No. 1 55-616686
Well No. 11 55-210293
Total

Useful
Cost Basis
$ 16,588
$ 839,736
$ 856,324

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-4
Coolidge

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 _ ACCUMULATED DEPRECIATION

LINE
n o .

1

2
3
4
5
6
7
8
9

ACCT.
n o .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 3,207,118

[B]
STAFF

ADJUSTMENTS
$ (46,188)

[C]
STAFF

RECOMMENDED
$ 3,160,930

Accumulated Depreciation Associated With Wells Not Used & Useful
AWC Well ID AWR Well ID Acc um. Depr.
Well No. 1 55-616686 $ 33,045.78
Well No. 11 55-210293 13,141.87
Total 46,187.65$

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-5
Coolidge

ORIGINAL COST RATE BASE ADJUSTM ENT no. 3 _ CONTRIBUTION IN AID OF CONSTRUCTION ("cIrc")

ACCT.
n o .
n/a

DESCRIPTION
Contributions in Aid of Construction (GIAC)
Less: Accumulated Amortization
Net CIAC

[A]
COMPANY
PROPOSED
$ 1,544,697

145,424
$ 1,399,273

[B]
STAFF

ADJUSTMENTS
$ (839,736)

$ (839,736)

[C]
STAFF

RECOMMENDED
$ 704,961

145,424
559,537$

CIAC Associated With Wells Not Used 8< Useful

LINE
n o .

1
2
3
4
5
6
7
8
g

10

AWC Well ID
Well No. 11
Total

AWR Well ID
55-210293

CIAC
839,736
839,736

References:
Col [A]: Company Schedule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-6
Coolidge

ORIGINAL COST RATE BASE ADJUSTMENT # 4 _ CUSTOMER DEPOSITS

LINE
no.

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 69,105

[C]
STAFF

RECOMMENDED
$ 69,105

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Coolidge Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-7
Coolidge

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 _ WORKING CAPITAL

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 89,405

[B]
STAFF

ADJUSTMENTS
$ (22,287)

[C]
STAFF

RECOMMENDED
$ 67418

References:
Col [A]: Company Schedeu\e C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col, [B]



Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-1
Lakeside

RATE BASE - ORIGINAL COST

[B]

LINE
no.

1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in SeMce

$ $

$

[A]
COMPANY

AS
FILED

16,044,619
4,088,030

11,956,589 $

STAFF
ADJUSTMENTS

(313,824)
(207,265)
(106,559)

[C]
STAFF

AS
REF ADJUSTED

$ 15,730,795
3,880,765

11,850,030$

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

1,691,940
370,501

1,321,439 $ $

1 ,691 ,940
370,501

1 ,321 ,4s9

7 Advances in Aid of Construction (AIAC) 2,366,968 2,366,968

8 Customer Deposits 8,300 8800

9 Deferred Income Tax Credits 1,188,230 1,188,230

A DD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 89,266 (35,290) 53,976

13

17

Intentionally Left Blank

Original Cost Rate Base $ 7,169,218 $ (150,149) $ 7,019,069

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Lakeside Water System Schedule BKB-3

LakesideDocket No. W-01445A-08-0440
Test Year December 31, 2007

ORIGINAL cosT RATE BASE ADJUSTMENT no. 1 _ NOT USED & USEFUL PLANT

ACCT.
no.
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 1,495,561

[B]
STAFF

ADJUSTMENTS
$ (313,824)

[C]
STAFF

RECOMMENDED
$ 1,181 ,737

Calculation of Plant Not Used and Useful

LINE
n o .

1
2
3
4
5
6
7
8

AWC Well ID
Well NO. 1
Total

AWR Well ID
55-616581 $

$

Cost Basis
313,824.00
313,824.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Lakeside Water System
Docket No. w-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-4
Lakeside

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

ACCT.
n o .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 4,088,030

[B]
STAFF

ADJUSTMENTS
$ (207,265)

[C]
STAFF

RECOMMENDED
$ 3,880,765

LINE
n o .

1

2
3
4
5
6
7

Accumulated Depreciation Associated With Wells Not Used & Useful

Awc W ell ID AW RW ell ID
55-616581Well # 1

Total

ACCUM Depr
$ 207,265
$ 207,265

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Lakeside

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 . CUSTOMER DEPOSITS

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 8,300

[C]
STAFF

RECOMMENDED
$ 8,300

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Lakeside Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-7
Lakeside

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 89,266

[B]
STAFF

ADJUSTMENTS
$ (35,290)

[C]
STAFF

RECOMMENDED
$ 53,976

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Miami Water System
Docket No. W -01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Miami

RATE BASE - ORIGINAL COST

[B]

LINE
n o .

1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $

$

[A]
COMPANY

AS
FILED
12,301 ,960

2,957,804
9,344,156 $

STAFF
ADJUSTMENTS

(279,237)
(76,321)

(202,916)

[C]
STAFF

AS
REF ADJUSTED

$ 12,022,723
2,881 ,483
9,141 ,240$

LESS."

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

324,169
62,181

261,988 $ $

324,169
62,181

261,988

7 Advances in Aid of Construction (AIAC) 12,005 12,005

8 Customer Deposits 31,336 31,336

g Deferred Income Tax Credits 954,417 954,417

ADD:

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 W orking Capital 79,865 (38,320) 41,545

13 Net Regulatory Asset/(Liability) (532,000) (532,000)

17 Original Cost Rate Base $ 7,663.61 1 $ (272,572) $ 7,391,039

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [CL Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Miami Water System
Docket No. w-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3A
Miami

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
no .
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED

$ 2,446,829

[B]
STAFF

ADJUSTMENTS
$ (77,542)

[C]
STAFF

RECOMMENDED
$ 2,369,287

Calculation of Plant Not Used and Useful - Wells

LINE
no .
1
2
3
4
5
6
7
8
9

AWC Well ID
Well # 23
Total

AWR Well ID
55-528263

Cost Basis
$77,542.18
$77,542.18

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31 2007

Schedule BKB-3B
Miami

I

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 _ NOT USED & USEFUL PLANT

ACCT.
n o .
325

DESCRIPTION
Electric Pumping Equipment

[A]
COMPANY
PROPOSED
$ 1,534,460

[B]
STAFF

ADJUSTMENTS
$ (201 ,695)

[C]
STAFF

RECOMMENDED
SB 1,332,765

Plant Not Used and Useful - Electric Pumping Equipment

LINE
no.
1
2
3
4
5
6
7
8
g

AWC Location / Description
Brandy Heights Well #17/ Booster Pumps
Total

Cost Basis
$201 ,695.00
$201 ,695.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-4
Miami

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

ACCT.
no .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

s 2,957,804

[B]
STAFF

ADJUSTMENTS
$ (76,321)

[C]
STAFF

RECOMMENDED
$ 2,881 ,483

Accumulated Depreciation Associated with Plant Not Used
and Useful - Water Treatment Structures and Improvements

LINE
no .
1
2
3
4
5
6
7
8
g
10
11
12

AWC Well ID
Well # 23
Bandy Heights Well #17 Booster Pump

AWR Well ID
55-528263

Acc um. Depr.
34,812.56
41 ,508.83

$76,321 .39

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Miami

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER'S DEPOSIT

LINE
no .
1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ -

[B]
STAFF

ADJUSTMENTS
$ 31 ,336

[C]
STAFF

RECOMMENDED
$ 31 ,336

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-7
Miami

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 79,865

[B]
STAFF

ADJUSTMENTS
$ (38,320)

[C]
STAFF

RECOMMENDED
$ 41 ,545

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31 2007

Schedule BKB-1
Oracle

l

RATE BASE . ORIGINAL COST

[B]

STAFF
ADJUSTMENTS

LINE
no .
1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $

$

[A]
COMPANY

AS
FILED
6,084,930
2,307,793
3,777,137 $

[C]
STAFF

AS
REF ADJUSTED

$ 6,084,930
2,307,793
3,777,137$

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

623,732
93,964

529,768 $ $

623,732
93,964

529,768

7 Advances in Aid of Construction (AIAC) 432,749 432,749

8 Customer Deposits 7,460 7,460

g Deferred Income Tax Credits 436,962 436,962

ADD:

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 34,574 (12,491) 22,083

13 Intentionally Left Blank

17 Original Cost Rate Base $ 2,412,232 $ (19,951) $ 2,392,281

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Oracle

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

LINE
n o .

1

ACCT.
no.
n/a

DESCRiPTiON
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 7,460

[C]
STAFF

RECOMMENDED
$ 7,460

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-7
Oraele

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 34,574

[B]
STAFF

ADJUSTMENTS
$ (12,491 )

[C]
STAFF

RECOMMENDED
$ 22,083

References:
Col [Ali Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Overgaard

RATE BASE . ORIGINAL COST

[B]

STAFF
ADJUSTMENTS

LINE
no.
1
2
3

DESCRIPTION
Plant in Service
Less: Aecumuiated Depreciation
Net Plant in Service

$ $

$

[A]
COMPANY

AS
FILED
10,905,405
3,542,894
7,362,511 as

[C]
STAFF

AS
REF ADJUSTED

$ 10,905,405
3,542,894
7,362,511$

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

2,543,592
613,170

1,930,422 $ $

2,543,592
613,170

1 ,Q30,422

7 Advances in Aid of Construction (AIAC) 1 ,420,695 1 ,420,695

8 Customer Deposits 6,935 6,935

Q Deferred Income Tax Credits 764,684 764,684

ADD.-

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 91,873 (16,555) 75,318

13 Intentionally Left Blank

17 Original Cost Rate Base $ 3,338,584 $ (23,490) $ 3,315,094

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Overgaard

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSIT

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ -

[B]
STAFF

ADJUSTMENTS
$ 6,935

[C]
STAFF

RECOMMENDED
$ 6,935

References:
Co! [A]: Company Schedule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Overgaard Water System
Docket No. W-01445A-08~0440
Test Year December 31, 2007

Schedule BKB-7
Overgaard

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 _ WORKING CAPITAL

LINE
no.

1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 91873

[B]
STAFF

ADJUSTMENTS
$ (16,555)

[C]
STAFF

RECOMMENDED
s 75,318

References:
Col [A]: Company Schedule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Pinewood Water System
Docket No. W -01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Pinewood

RATE BASE - ORIGINAL COST

[B]

LINE
no. DESCRIPTION

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS REF

[C]
STAFF

AS
ADJUSTED

1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $ $

$

5,454,969
2,349,271
3,105,698 $

(54,065)
(11 ,8e5)
(42,200) $

5,400,903
2,337,406
3,063,497

LESS!

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

783,751
296,411
487,340 $ $

783,751
296,411
487,340

7 Advances in Aid of Construction (AIAC) 249,075 249,075

8 Customer Deposits 4,330 4,330

Q Deferred Income Tax Credits 565,368 565,368

ADD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 78,921 (8,943) 69,978

13

17

intentionally Left Blank

Original Cost Rate Base $ 1 ,882,836 $ (55,473) $ 1 ,827,362

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [CL Staff Adjusted Total Col. (RB SUM BKB-2)



bi
ll)
2

g
' E
re

<f>vlnznv~w
um us ua m mx x x x x xm m m m m m

c
. Q
T i
z :
o
vo
(D

D

18;;
"Si 8 8
=8 84"E; Dm

|. z-Ur 833Do 18
8§33s3

§v- (\| so xi an co

~. 3cm o
=¢ 3cm og C
: Q..
'cm.co
cm

v- 8
Q.

N,_ i t
Q..

LL 8
E425»-:>r n -

9

E

co
- 4:
(D

3

§

§

-n18

-=r
4:

Q

LO
Ar

Q

Wa
<

41:
" 1
D
<

ea

ea

es

he

4A

he

<44

O)
wr-

we s~ N
'Q 1- 'Q

| to lo_ cf>_
O on
o"> no

coLi>oLo1-0>1-00' N o>o>~
:fa m o:fa ova:o_ co

i n
1 -
LQ
CO
1 -

cococoo0cf><~>wco1-oocovcoLooor-como cor-of>-uc\1coc\4omooLno>o||-co¢~o-1-Lr>1- o' CD( \ | 1 ' 1 ' l D( ' ) I . DQ ") I f )Q <")® O 1"N1' I DO C\ | ' C)r-\nooconco<\|cwoo<\|couo€\I \ -- w w oC * l\ - ¢ * J * * Q ID C \ I v"" N C*l o
N ID

c-'amv'

4A

8;

6%

ea

ea

;l
LO
co
Q
<r
ID'-4

69

ea

I I

I I

I I

I I

I I

I I

I I

I I

I I

I I

I |

I I

I I

I I

I I

9

he

he

;-4
nm
co
Q
q
8

ea

ea

he

he

cocoO Om y
O Nt o o
1 0 2IDIN

I I I I

4-\
m m
m o| Q | Q
1- 1-
1- 1-

I I I I

I I I I

I I I I

10
<9I I  o
q .

ID

he

ea

ea

69

he

he

ea

I*
O)
41
c*>
o
Q
iv)

ea se

ea se

ea se

s e w

w ee

Low-~=rr~mco
l-~=1ooo<f>o>
<ornr~.c>-=ru>
oooauov so
r-.c\l~=rn LT

I I I I I I

o
I I I I  8 I

';t.

I I I I I r

I I I I I I

I I | | | |

I I I I I I

m
(pI I I I w
' J

I I \ I I

10
anI I I I  o
-4
IO

ofco -Q
-=r . cm_

| .o>_
of

o
c o

I I I I co

of

I l I I I

I I I I I

m
r-I I C) I
of
co

£9

en

et

ea

69

ea

69

N
C)
Q
|-.
01
e t1-

89 1A ea ea ev er> QS

CO1- q I\  N
W 1- W

| of Hz Q
o 0)
Cf) <0

l I>,_:Q
-88

gm0-<

oomocaoo
noah-.ofa

6
we
0. we

cm_Lm_
t -

m <~'>

cooor.oooooco<1¢o\-oo<o\-of>lnmt~»fo<nof>|-of><|nco<~1c>Lr><f>ur>cnc~||-<o<0\-'(D('~I"1'lf)&*)If)0f)LDd)(')d)C)v"C\Iv"
r-Lnuoo>c~1 coc\4noocwcooocu\-

\-1-OII)CN(*f)1r-_ d}\-\-
pp

N 1- in

1- LDP
LD_O_N  |

1- 4 N
W of 40 01 N

C)
(D
Q
q
ID
"Z
ID

Q) v'
© r~
o>_ n_
v on
LD q
-u_ of_
Lr> N

no
m

' r o
u>
o

of

F 1' Q LD
LD 1- we I*--r- v m o
m m I"- C)
w on of we
|-- on W on

no
(D

| co
ID
ro
IO

T'
NI I  ca
no
r-

go
co
M.
N
of
Q_
1-

ea he he he sa w ea

8
__ ' EM o
¢5E ° ' § " E §32 "=§3

a
E

.3
8 8
8 3

o
9.Q
'*-3
E E
-8.4 G<

o

N
Cb
.423

C
. Q  o
*6 an

C

in»-
zLLI
E
I-
ID
'1
D
<
w
<
m
Lu
|-
<
nr

2
Q|-
8
cc
o(DLu
a

'E
g

E a
g E E 2§ *E =3 33" g

§ ! g g gif .
§ §3§ g ggi is f 58-!8 u' 3 . ,g8% 4 §;§§8§@ 88 §@§§§8§§i83:

._ n. : : " °______=. 3=- . l§' .u-' 8 9 - 1 - 9

Z38§8 883§§§§;#9§. @3§33§§8§=§i§.!:_.v». _ • \.l.l. E u ii,,,,2. . .
8§ §§%%§§§§£%%§§§§§§!g§=9§%8gE§8w0483 3§mmmO333ww»E$ §¢@33;e : °=£

84
ah 8
o U)

O (D

c
.Q

8
E ?

`E
D-D.

>~8
8

ET
4 6

w
o

`U
.8
o

8 co

.<.
2  c
g  E

4 -  3
q) o
no o8 3 as

Eu CD

- ' ea
ourm

F
8 34

Llj
Q
>

W - n m * ° ° r < r o v L o c o o - c \ l o n l c f > < r l n c o o o 4 o " \ - m < r u > c o l - ~ o o °Z o o o o o o n n n n m o m ¢ ¢ ¢ v v ¢ v m ® o w m m m m m m °c om m m m w m m o o m c o m c o m c o m o o o o m o m m g m m m o u m c n o o g

4
...|
Q

zLIJ

=-E-
£48
£38

.839;

*E
G.3;

.E

6.8.8822
366366

33
0.2.
3 8
o f
r - . J

'Elz

gte . 4

3£é¥%3
3 8 X

§§8§§§
§§38§§

9 8.,3ro

~̀ 8"

E A
g £8

4-\I .E -

3833g as

°§§§§:3
3 3 3 m 0

§
3
8

s

838
2 8 8
4 2
E8§*E
"Le

gt;
< 8 » -

_J
<
Z
$2
z
O
LL
o
>-no
<
E
E
Din

L l _ l

_ , z
o c~1of>-=rm¢or-.ooo>o nooq u> c o r - . 1' ( \ IQO'4l ! ) (Dr-d )C)C31' ( \ I0) '< l l0(Dr- l IDC)C)*( \ I ( '7'1ID(D1\DDM M M M M M W W W W W W W W W W W W W W W W W W M W W W



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3 A
Pinewood

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
n o .
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 1,046,728

[8]
STAFF

ADJUSTMENTS
$ (13,512)

[C]
STAFF

RECOMMENDED
$ 1,033,216

Calculation of Plant Not Used and Useful

LINE
no .
1
2
3
4
5
6
7
8
9

AWC Well ID
Inactive
Total

AWR Well ID
55-616650

Cost Basis
13,512.30
13,512.30

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3 B
Pinewood

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

LINE
no .
1
2
3
4
5
6
7

ACCT.
n o .
325

DESCRIPTION
Electric Pumping Equipment

[A]
COMPANY
PROPOSED
$ 431,538

[B]
STAFF

ADJUSTMENTS
$ (40,553)

[C]
STAFF

RECOMMENDED
$ 390,985

Post Test Year Plant Not Used and Useful - Electric Pumping Equipment
WA-1-4308 Electrical Panel /Well 10 - Not in Service
Total

Cost Basis
$40,553
$40,553

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-4
Pinewood

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

ACCT.
n o .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 2,349,271

[B]
STAFF

ADJUSTMENTS
$ (11365)

[C]
STAFF

RECOMMENDED
$ 2,337,406

Accumulated Depreciation Associated With Plant Not Used and Useful - Wells and Electric Panel

AWC Well ID
Inactive

AWR Well ID
55-616650

Acc um Depr
10,674

LINE
n o .

1
2
3
4
5
6
7
8
9
10
11
12
13
14

Post Test Year Plant
WA-1-4308 - Electrical Panel Well 10 - Not in Service 1,191

Total Accumulated Depreciation Adjustment $11,865

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Pinewood

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER'S DEPOSITS

LINE
no.
1

ACCT.
n o .
n/a

DESCRIPTiON
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 4,330

[C]
STAFF

RECOMMENDED
$ 4,330

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Pinewood Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-7
Pinewood

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
n o .

1

ACCT.
no .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 78,921

[B]
STAFF

ADJUSTMENTS
$ (8,943)

[C]
STAFF

RECOMMENDED
$ 69,978

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Rimrock

RATE BASE . ORIGINAL cosT

[B] [C]
STAFF

AS
ADJUSTED

LINE
n o . DESCRIPTION

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS REF

1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $ $

s

4,942,827
1,104,418
3,838,409 $

(62,097)
(60,312)

(1,785) $

4,880,730
1,044, 106
3,836,623

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

260,411
69,153

191,258 $ $

260,411
69,153

191,258

7 Advances in Aid of Construction (AIAC) 1 ,080,835 1,080,835

8 Customer Deposits 7,050 7,050

9 Deferred Income Tax Credits 283,642 283,642

ADD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 55,331 (12,183) 43,148

13 Intentionally Left Blank

17 Original Cost Rate Base $ 2,338,005 $ (21,018) $ 2,316,986

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [CL Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3
Rimrock

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
n o .
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 570,245

[B]
STAFF

ADJUSTMENTS
$ (62,097)

[C]
STAFF

RECOMMENDED
$ 508,148

LINE
no .
1
2
3
4
5
6
7
8
g

AWC Well ID
MHZ
Total

Calculation of Plant Not Used and Useful - Wells
AWR Well ID
55-803289

Cost Basis
$62,097.00
$62,097.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-4
Rimrock

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

LINE
n o .

1

2
3
4
5
6
7
8

ACCT.
n o .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 1,104,418

[B]
STAFF

ADJUSTMENTS
$ (60,312)

[C]
STAFF

RECOMMENDED
$ 1,044, 106

Accumulated Depreciation Associated With Wells Not Used 81 Useful
AWC Well ID AWR Well ID Acc um Depr
MH1 55-803289 $60,1311 .71
Total $60,311 .71

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Rimrock

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 u CUSTOMER DEPOSITS

LINE
no .

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 7,050

[C]
STAFF

RECOMMENDED
$ 7,050

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Rimrock Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-7
Rimrock

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
n o .

1

ACCT.
NO.
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 55331

[B]
STAFF

ADJUSTMENTS
$ (12,183)

[C]
STAFF

RECOMMENDED
$ 43,148

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Sedona Water System
Docket No. W -01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Sedona

RATE BASE - ORIGINAL COST

[B]

LINE
no. DESCRIPTION

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS REF

[C]
STAFF

AS
ADJUSTED

1
2
3

Plant in Service
Less: Accumulated Depreciation
Net plant in Service

$ $ $

$

34,324,616
6,146,140

28,178,476 $

(1 ,818,878)
(933,265)
(885,613) $

32,505,738
5,212,875

27,292,863

LESS;

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

6,396,542
1,279,254
5,117,288 $ $

6,396,542
1 ,279,254
5,1 17,288

7 Advances in Aid of Construction (AIAC) 3,651,412 3,651,412

8 Customer Deposits 18,576 18,576

9 Deferred Income Tax Credits 1,619,443 1,619,443

ADD!

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 W orking Capital 228,197 (86,404) 141,793

13 Intentionally Left Blank

a

17 Original Cost Rate Base $ 18,018,530 $ (990,593) $ 17,027,937

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C]_ Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-3 A
Sedona

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 . NOT USED & USEFUL PLANT

ACCT.
n o .
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 5,334,869

[8]
STAFF

ADJUSTMENTS
$ (1,812,117)

[C]
STAFF

RECOMMENDED
$ 3,522,752

Calculation of Plant Not Used and Useful

AWC Well ID
Inactive
Inactive
Well # 6
VV Well #1
SU

Total

AWR Well ID
55-516201
55-616660
55-616662
55-616672
55-632272

Cost Basis
973,264.00

45,969.00
103,222.00
184,328.00

78,804.00
$1 ,385,587

Valley Vista
Sunup Wellsite - 8`x12' Block Bldg
Sunup Wellsite - Automatic Controls
Sunup Wellsite - Fence

469.00
555.00

11,689.00
$12,713

LINE
n o .

1

2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Post Test Year Plant
WA-1-4011 - Carroll Canyon Well $413,817

Total $1,812,117

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3 B
Sedona

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
no .
325

DESCRIPTION
Electric Pumping Equipment

[A]
COMPANY
PROPOSED
$ 2,191,675

[B]
STAFF

ADJUSTMENTS
$ (6,761 )

[C]
STAFF

RECOMMENDED
$ 2,184,914

LINE
n o .

1
2
3
4
5
6
7
8

Not Used and Useful Plant

AWC Location / Description
Sunup Well Site / 5 HP Pump/Panel
Total

Cost Basis
$6,761 .00
$6,761 .00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No, W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-4
Sedona

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

ACCT.
n o .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 6,146,140

[B]
STAFF

ADJUSTMENTS
$ (933,265)

[C]
STAFF

RECOMMENDED
$ 5,212,875

Accumulated Depreciation Associated with Plant Not Used and Useful

AWC Well ID
Inactive
Inactive
Well # 6
VV Well #1
SU

Total

AWR well ID
55-516201
55-616660
55-616662
55-616672
55-632272

Acc um Depreciation
441 ,131 .91
56,553.36

153,723.36
159,9321 g
111 ,235.79
922,576.61

Valley Vista
Sunup Well Site - 5 HP Pump / Panel
Sunup Well Site - 8'x12' Block Bldg
Sunup well Site - Automatic Controls
Sunup Well Site - Fence

Total

2,889.31
309.75
639.67

5,600.78
9,439.51

LINE
no .
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Post Test Year plant
WA-1-4011 - Carroll Canyon Well $1 ,249

Tota I 933,265.12

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-6
Sedona

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 _ CUSTOMER DEPOSITS

LINE
no.

1

ACCT.
no.
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 18,576

[C]
STAFF

RECOMMENDED
$ 18,576

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sedona Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-7
Sedona

ORIGINAL cosT RATE BASE ADJUSTMENT no. 5 . WORKING CAPITAL

LINE
no.
1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 228,197

[B]
STAFF

ADJUSTMENTS
$ (86,404)

[C]
STAFF

RECOMMENDED
$ 141,793

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-1
San Manuel

RATE BASE - ORIGINAL COST

[B]

LINE
no. DESCRIPTION

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS REF

[C]
STAFF

AS
ADJUSTED

1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $ $

$

4,122,476
997,040

3,125,436 $ $

4,122,476
997,040

3,125,436

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

742,146
7,505

734,641 $ (0) $

742,146
7,505

734,641

7 Advances in Aid of Construction (AIAC) 73,164 73, 164

8 Customer Deposits 5,425 5,425

9 Deferred Income Tax Credits 321,972 321,972

ADD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 39,551 (10,302) 29,249

13 Intentionally Left Blank

17 Original Cost Rate Base $ 2,035,209 $ (15,727) $ 2,019,483

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [0], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Sehedule BKB-6
San Manuel

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSIT

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 5,425

[C]
STAFF

RECOMMENDED
$ 5,425

References:
Col [A]: Company Schedeule C-1
Col [B]; BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-7
San Manuel

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
no.
1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 39,551

[B]
STAFF

ADJUSTMENTS
$ (10,302)

[C]
STAFF

RECOMMENDED
$ 29,249

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Sierra Vista

RATE BASE . ORIGINAL COST

[B]

LINE
n o . DESCRIPTION

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS REF

[C]
STAFF

AS
ADJUSTED

1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $ $

$

7,396,345
2,113,607
5,282,738 $ $

7,396,345
2,113,607
5,282,738

LESS.'

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

1 ,089,317
226,089
863,228 $ $

1 ,089,317
226,089
863,228

7 Advances in Aid of Construction (AIAC) 1,453,186 1,453,186

8 Customer Deposits 15,925 15,925

9 Deferred Income Tax Credits 494,457 494,457

ADD.'

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 48,849 (12,848) 36,001

13 Intentionally Left Blank

17 Original Cost Rate Base $ 2,520,716 $ (28,773) $ 2,491 ,943

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Sierra Vista

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED

$ _

[B]
STAFF

ADJUSTMENTS
$ 15,925

[C]
STAFF

RECOMMENDED
$ 15,925

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-7
Sierra Vista

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 48,849

[B]
STAFF

ADJUSTMENTS
$ (12,848)

[C]
STAFF

RECOMMENDED
$ 36,001

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
sranfield

RATE BASE _ ORIGINAL COST

[B]

LINE
n o .

1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $

$

[A]
COMPANY

AS
FILED
1,180,745

260,401
920,344 $

STAFF
ADJ USTM ENTS

(42v641 )
(17,077)
(25,564)

[C]
STAFF

AS
REF ADJUSTED

$ 1,138,104
243,324
894,780$

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net c IAo

$ $ $

$

49,164
12,246
36,918 $ $

49,164
12,246
36,918

7 Advances in Aid of Construction (AIAC) 15,715 15,715

8 Customer Deposits 2,635 2,635

9 Deferred Income Tax Credits 51,746 51,746

ADD;

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 7.625 (4,360) 3,265

13 Intentionally Left Blank

17 Original Cost Rate Base $ 823,590 $ (32,559) $ 791,031

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [CL Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3 A
Stanfield

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
n o .
321

DESCRIPTION
Pumping Plant Structures & Improvements

[A]
COMPANY
PROPOSED
$ 2,713

[B]
STAFF

ADJUSTMENTS
$ (2,500)

[C]
STAFF

RECOMMENDED
$ 213

Cauculation of Plant Not Used and Useful - Pumping Plant

LINE
n o .

1

2
3
4
5
6
7
8
g

AWC Location / Description
Table Top Well #3 / 6,000 gal Pres Tank
Total

Cost Basis
$2,500.00
$2,500.00

References:
Col [A]: Company Schedeuie B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-3 B
Stanfield

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
no .
332

DESCRIPTION
Water Treatment Equipment

[A]
COMPANY
PROPOSED
$ 26,006

[B]
STAFF

ADJUSTMENTS
$ (35,041 )

[C]
STAFF

RECOMMENDED
$ (9,035)

Cauculation of Plant Not Used and Useful - Water Treatment Equipment

LINE
no.

1
2
3
4
5
6
7
8

AWC Location / Description
Table Top Well #3 / Liquid Chlor. & Bldg
Total

Cost Basis
$35,041 .00
$35,041 .00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-3 C
Stanfield

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 _ NOT USED & USEFUL PLANT

ACCT.
n o .
342

DESCRIPTION
Storage Tanks

[A]
COMPANY
PROPOSED

$ 41,125.00

[B]
STAFF

ADJUSTMENTS
$ (5,100)

[C]
STAFF

RECOMMENDED
$ 36,025

Cauculation of Plant Not Used and Useful - Storage Tanks

L I NE
n o .

1

2
3
4
5
6
7
8
9

AWC Location / Description
Table Top Well #3 / 16,000 gal Stor Tank
Total

Cost Basis
$5,100.00
$5,100.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-4
Stanfield

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

ACCT.
no .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 260,401

[B]
STAFF

ADJUSTMENTS
$ (17,077)

[C]
STAFF

RECOMMENDED
$ 243,324

LINE
no .
1
2
3
4
5
6
7
8
9

10
11

Accumulated Depreciation Associated With Plant Not Used and Useful

AWC Location / Description
Table Top Well #3 / Liquid Color. & Bldg
Table Top Well #3 / 6,000 gal Pres Tank
Table Top Well #3 / 16,000 gal Stor Tank
Total

Acc um Depreciation
7,903.50
2,959.63
6,214.10

$17,077.23

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-6
Stanfield

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSIT

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 2,635

[C]
STAFF

RECOMMENDED
$ 2,635

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Stanfield Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-7
Stanfield

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 _ WORKING CAPITAL

LINE
no.
1

ACCT.
no.
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 7525

[B]
STAFF

ADJUSTMENTS
$ (4,360)

[C]
STAFF

RECOMMENDED
$ 3,265

References:
Col [A]: Company Schedeule c-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Superstition

RATE BASE - ORIGINAL COST

[B]

LINE
no.
1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $

$

[A]
COMPANY

AS
FILED
93,590,431
17,724,938
75,865,493 $

STAFF
ADJUSTMENTS

(884,891)
(237,480)
(647,411 )

[C]
STAFF

AS
REF ADJUSTED

$ 92,705,540
17,487,458
75,218,082$

LESS.'

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ (484,606) $

$

10,888,555
1 ,733,417
9,155,138 (484,606) $

10,403,949
1,733,417
8,670,532

7 Advances in Aid of Construction (AIAC) 18,952,520 18,952,520

8 Customer Deposits 196,185 196,185

9 Deferred Income Tax Credits 4,779,751 4,779,751

ADD;

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 446,461 (253,152) 193,309

13 intentionally Left Blank

17 Original Cost Rate Base $ 43,424,545 $ (612,142) $ 42,812,403

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Superstition System (Apache Junction and Superior Systems) Schedule BKB-3 A
SuperstitionDocket No. W~01445A-08-0440

Test Year December 31 , 2007

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED a USEFUL PLANT

ACCT.
no .
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 5,102,614

[B]
STAFF

ADJUSTMENTS
$ (801 ,053)

[C]
STAFF

RECOMMENDED
$ 4,301 ,561

Calculation of Plant Not Used and Useful - Wells

LINE
no .
1
2
3
4
5
6
7
8
9
10
11

AWC Well lD
Ranch 160 W-1
Ranch 160 W-1 2
Total

AWR Well ID
55-583450
55-588620

Cost Basis
$316,447
$484,606
$801 ,053

References :



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-3 B
Superstition

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 _ NOT USED & USEFUL PLANT

ACCT.
n o .
321

DESCRIPTION
Pumping Plant Structures & Improvements

[A]
COMPANY
PROPOSED
$ 156,041

[B]
STAFF

ADJUSTMENTS
$ (8,479)

[C]
STAFF

RECOMMENDED
$ 147,562

Calculation of Plant Not Used and Useful - Pumping Plant Structures and Improvements

LINE
n o .

1
2
3
4
5
6
7
8
g
10

AWC Location / Description
Queen Ck Pump Station / Block Bldg
Queen Ck Pump Station / Fence
Total

Cost Basis
1 ,173.00
7,306.00
8,479.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems) Schedule BKB-3 C
SuperstitionDocket No. W-01445A-08-0440

Test Year December 31 , 2007

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
n o .
325

DESCRIPTION
Electric Pumping Equipment

[A]
COMPANY
PROPOSED
$ 7,522,163

[6]
STAFF

ADJUSTMENTS
$ (64,714)

[C]
STAFF

RECOMMENDED
$ 7,457,449

Calculation of Plant Not Used and Useful - Electric Pumping Equipment

LINE
n o .

1
2
3
4
5
6
7
8
g
10

AWC Location / Description
Queen Crk / Pumps/Panel
Queen Creek / Automatic Controls
Total

$

Cost Basis
57,030
7,684

64,714

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems) Schedule BKB-3 D
SuperstitionDocket No. W-01445A-08-0440

Test Year December 31 , 2007

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
n o .
332

DESCRIPTION
Water Treatment Equipment

i n
COMPANY
PROPOSED
$ 6867915

[B]
STAFF

ADJUSTMENTS
$ (3,057)

[CJ
STAFF

RECOMMENDED
$ 6,864,858

LINE
n o .

1
2
3
4
5
6
7
8
9

10

Calculation of Plant Not Used and Useful - Water Treatment Equipment

AWC Location / Description
Queen Creek Pump Station / Filter System
Total

Cost Basis
$3,057.00
$3,057.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems) Schedule BKB-3 E
SuperstitionDocket No. W-01445A-08-0440

Test Year December 31 , 2007

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED a. USEFUL PLANT

ACCT.
no.
342

DESCRIPTION
Storage Tanks

[A]
COMPANY
PROPOSED

$4,453,851

[B]
STAFF

ADJUSTMENTS
$ (500)

[C]
STAFF

RECOMMENDED
$ 4,453,351

Calculation of Plant Not Used and Useful - Storage Tank

L I N E
N O .

1

2
3
4
5
6
7
8
9

AWC Location / Description
Desert Station Wells #1 -3 / Storage Tank
Total

Cost Basis
$500.00
$500.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems) Schedule BKB-3 F
SuperstitionDocket No. W-01445A-08-0440

Test Year December 31, 2007

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
n o .
397

DESCRIPTION
Communications Equipment

[A]
COMPANY
PROPOSED
$ 657,122

[B]
STAFF

ADJUSTMENTS
$ (7,088)

[C]
STAFF

RECOMMENDED
$ 650,034

Calculation of Plant Not Used and Useful - Communications Equipment

LINE
no.
1

2
3
4
5
6
7
8
9
10

AWC Location / Description
Office W/H / Mobile Radio Base Station
Total

Cost Basis
$7,088.00
$7,088.00

References:
Col [A]: Company Schedeule B-1
Co( [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-4
Superstition

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

ACCT.
n o .
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 17,724,938

[B]
STAFF

ADJUSTMENTS
$ (237,480)

[C]
STAFF

RECOMMENDED
$ 17,487,458

Accumulated Depreciation Associated with Plant Not Used and Useful

LINE

n o .
1

2
3
4

5
6
7
8

9
10
11
12
13

14
15
16
17
18
19

AWC well ID
Ranch 160 W-1
Ranch 160 W-2
Office W/H / Mobile Radio Base Station
Queen Creek Pump Station / 5 Pumps/Panel
Queen Creek Pump Station / Block Bldg
Queen Creek Pump Station / Filter System
Queen Creek Pump Station /Automatic Controls
Queen Creek Pump Station / Fence
Desert Station Wells #1-3 / Storage Tank
Total

AWR Well ID
55-583450
55-588620
Acct 397
Acct 325
Acct 321
Acct 332
Acct 325
Acct 321
Acct 342

$

Accumulated
Depreciation

$ 60,109.11
79,499.58
4,552.98

80,620.46
1,486. 13
1,972.83
6,328.93
2,255.00

655.13
237,480.15

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Superstition System (Apache Junction and Superior Systems) Schedule BKB-5
SuperstitionDocket No. W -01445A-08-0440

Test Year December 31, 2007

ORIGINAL COST RATE BASE ADJUSTMENT no. 3 n CONTRIBUTION IN AID OF CONSTRUCTION ("CIAC")

ACCT.
no .
n/a

DESCRIPTION
Contributions in Aid of Construction (CIAC)

Less: Accumulated Amortization
Net ciAo

[B]
STAFF

ADJUSTMENTS
$ (484,606)

$

[A]
COMPANY
PROPOSED

$ 10,888,555
1,733,417
9,155,138 $ (484,606)

[C]
STAFF

RECOMMENDED
$ 10,403,949

1,733,417
8,670,532$

CIAC Associated With Wells Not Used & Useful

LINE
no.
1
2
3
4
5
6
7
8
g
10
11
12

AWC Well ID
Ranch 160 W -1 2
Total

AWR Well ID
55-588620

CIAC Amount
$484,606.00
$484,606.00

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems) Schedule BKB-6
SuperstitionDocket No. W-01445A-08-0440

Test Year December 31 , 2007

ORIGINAL cosT RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

LINE
no .

1

ACCT.
no.
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 196,185

[C]
STAFF

RECOMMENDED
$ 196,185

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col, [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems) Schedule BKB-7
SuperstitionDocket No. W-01445A-08-0440

Test Year December 31 , 2007

ORIGINAL cosT RATE BASE ADJUSTMENT no. 5 _ WORKING CAPITAL

UNE
no.
1

ACCT.
n o .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED

$ 446,461

[B]
STAFF

ADJUSTMENTS
$ (253,152)

[C]
STAFF

RECOMMENDED
$ 193,309

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - White Tank Water System
Docket No. W -01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
White Tank

RATE BASE _ ORIGINAL COST

[B]

DESCRIPTION
plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$

LINE
n o .

1
2
3 $

[A]
COMPANY

AS
FILED
13,137,036

1,716,046
11,420,990 $

STAFF
ADJUSTMENTS

(38,485)
(29,248)

(9,237)

[C]
STAFF

AS
REF ADJUSTED

$ 13,098,551
1,686,798

11,41 1 ,753$

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

1,134,727
175,250
959,477 $ $

1,134,727
175,250
959,477

7 Advances in Aid of Construction (AIAC) 5,647,808 5,647,808

8 Customer Deposits 9,530 9,530

9 Deferred Income Tax Credits 454,211 454,21 1

ADD.-

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 W orking Capital 55,523 (23,532) 31,991

13 Intentionally Left Blank

17 Original Cost Rate Base $ 4,415,017 $ (42,299) $ 4,372,718

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3 A
White Tank

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 . NOT USED & USEFUL PLANT

ACCT.
n o .
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 565,481

[B]
STAFF

ADJUSTMENTS
$ (2,430)

[C]
STAFF

RECOMMENDED
$ 563,051

Calculation of Plant Not Used and Useful

LINE
n o .

1
2
3
4
5
6
7
8
9

AWC Loacation / Description
Mar West Well #5 / Fence
Total

Cost Basis
$2,430.00
$2,430.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - White Tank Water System
Docket No. w-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3 B
White Tank

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 - NOT USED & USEFUL PLANT

ACCT.
n o .
321

DESCRIPTION
Pumping Plant Structures 8< Improvements

[A]
COMPANY
PROPOSED
$ 19,632

[B]
STAFF

ADJUSTMENTS
$ (1 ,752)

[C]
STAFF

RECOMMENDED
$ 17,880

Calculation of Plant Not Used and Useful

LINE
n o .

1

2
3
4
5
6
7
8
g

AWC Loacation / Description
Mar West Well #5 / 5,000 gal P Tank
Total

Cost Basis
$1 ,752.00
$1 ,752.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-3 C
White Tank

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 _ NOT USED & USEFUL PLANT

ACCT.
no .
325

DESCRIPTION
Electric Pumping Equipment

{A]
COMPANY
PROPOSED
$ 862,251

[B]
STAFF

ADJUSTMENTS
$ (33,352)

[C]
STAFF

RECOMMENDED
$ 828,899

LINE
n o .

1
2
3
4
5
6
7
8
g

Calculation of Plant Not Used and Useful

AWC Loacation / Description
Mar West Well #5 /2 Booster Pumps
Total

Cost Basis
$33,352.00
$33,352.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col, [B]



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-3 D
White Tank

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 _ NOT USED & USEFUL PLANT

ACCT.
n o .
331

DESCRIPTION
Water Treatment Structures and Improvements

[A]
COMPANY
PROPOSED
$ 35,119

[B]
STAFF

ADJUSTMENTS
S (904)

[C]
STAFF

RECOMMENDED
$ 34,215

Calculation of Plant Not Used and Useful

L I N E
n o .

1

2
3
4
5
6
7
8
g

1 0

AWC Loacation / Description
Well # 8 / Hypochlorinator Cabinet
Well # 7 / Hypochiorinator Cabinet
Total

Cost Basis
746.00
158.00

$904.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col, [A] + Col. [B]



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-4
White Tank

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 - ACCUMULATED DEPRECIATION

ACCT.
no .
n/a

DESCRIPTION
Accumulated Depreciation

Vu
COMPANY
PROPOSED

$ 1J16p46

[B]
STAFF

ADJUSTMENTS
$ (29,248)

[C]
STAFF

RECOMMENDED
$ 1 ,686,798

Accumulated Depreciation Associated with Plant Not Used and Useful

LINE
n o .

1
2
3
4
5
6
7
8
g
10
11
12
13
14

AWC Location / Description
Well # 8 / Hypochlorinator Cabinet
Mar West Well #5 /2 Booster Pumps
Mar West Well #5 / 5,000 gal P Tank
Mar West Well #5 / Fence
Well # 7 / Hypochlorinator Cabinet

Total

Cost Basis
129.62

25,949.52
1 ,257.32
1 ,757.01

154.31
$29,247.78

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-6
White Tank

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

LINE
n o .

1

ACCT.
NO,
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ -

[B]
STAFF

ADJUSTMENTS
$ 9,530

[C]
STAFF

RECOMMENDED
$ 9,530

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - White Tank Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-7
White Tank

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 _ WORKING CAPITAL

LINE
no.
1

ACCT.
NO .
n/a

DESCRIPTION
Working Capital

[A]
COMPANY
PROPOSED
$ 55,523

[B]
STAFF

ADJUSTMENTS
$ (23,532)

[C]
STAFF

RECOMMENDED
$ 31,991

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-1
Winkelman

RATE BASE - ORIGINAL COST

[B]

LINE

no.
1
2
3

DESCRIPTION
Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $

$

[A]
COMPANY

AS
FILED

554,169
167,152
387,017 $

STAFF

ADJUSTMENTS
(66,360)
(79,635)
13,275

[C]
STAFF

AS
REF ADJUSTED

$ 487,809
87,517

400,292$

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ $

$

1 ,835
506

1 ,329 $ $

1 ,835
506

1 ,329

7 Advances in Aid of Construction (AIAC) 18,649 18,649

8 Customer Deposits 650 650

9 Deferred Income Tax Credits 42,163 42,163

ADD:

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 266 (1 ,588) (1,322)

13 intentionally Left Blank

17 Original Cost Rate Base $ 325,142 $ 11,037 $ 336,179

References:
Column (A), Company Schedule B-1 (RB SUM BKB-2)
Column [B]: Column [C] - Column [A]
Column [C], Staff Adjusted Total Col. (RB SUM BKB-2)
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Arizona Water Company - Winkelman Water System Schedule BKB-3
W i n k e l m a nDocket No. W-01445A-08-0440

Test Year December 31, 2007

ORIGINAL COST RATE BASE ADJUSTMENT no. 1 _ WELLS

ACCT.
n o .
314

DESCRIPTION
Wells

[A]
COMPANY
PROPOSED
$ 48,327

[B]
STAFF

ADJUSTMENTS
$ (66,360)

[C]
STAFF

RECOMMENDED
$ (18,033)

Calculation of Plant Not Used and Useful

LINE
n o .

1
2
3
4
5
6
7
8
9
10

AWC Well ID
Well #2
Total

AWR Well ID
55-616694

Cost Basis
$66,360.00
$66,360.00

References:
Col [A]: Company Schedeule B-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-4
Winkelman

ORIGINAL COST RATE BASE ADJUSTMENT no. 2 _ ACCUMULATED DEPRECIATION

ACCT.
no.
n/a

DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED

$ 1e7,152

[B]
STAFF

ADJUSTMENTS
$ (79,635)

[C]
STAFF

RECOMMENDED
$ 87,517

Accumulated Depreciation Associated with Plant Not Used and Useful

LINE
n o .

1
2
3
4
5
6
7
8
9
10

AWC Well ID
Well #2
Total

AWR Well ID
55-616694

Acc um Depreciation
$79,635.32
$79,635_32

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule BKB-6
Winkelman

ORIGINAL COST RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

LINE
n o .

1

ACCT.
n o .
n/a

DESCRIPTION
Customer Deposits

[A]
COMPANY
PROPOSED
$ _

[B]
STAFF

ADJUSTMENTS
$ 650

[C]
STAFF

RECOMMENDED
$ 650

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule BKB-7
Winkelman

ORIGINAL COST RATE BASE ADJUSTMENT no. 5 - WORKING CAPITAL

LINE
no .
1

ACCT.
no .
n/a

DESCRIPTION
Working Capital

VS
COMPANY
PROPOSED
$ 266

[B]
STAFF

ADJUSTMENTS
$ (1588>

[C]
STAFF

RECOMMENDED
$ (1 ,322)

References:
Col [A]: Company Schedeule C-1
Col [B]: BKB Testimony
Col [C]: Col. [A] + Col. [B]
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Direct Testimony of David C. Parcels
Docket No. W-01445A-08-0440
Page 1

1 INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3 My name is  David C.  Parcels . I am President  and Senior  Economist  of Technical

4

5

Associates, Inc. My business address is Suite 601, 1051 East Cary Street,  Richmond,

Virginia 23219.

6

7 Q- Please summarize your educational background and professional experience.

8

9

I hold B.A. (1969) and M.A. (1970) degrees in economics from Virginia Polytechnic

Inst itute and Sta te University (Virginia  Tech) and a  M.B.A.  (1985) from Virginia

I  h a v e  b e e n  a10 Commonwealth University. consult ing economist  with Technical

11

12

13

14

15

Associates since 1970. I have provided cost  of capita l test imony in public ut ility

ratemaking proceedings, dating back to 1972. In connection with this, I have previously

filed testimony and/or  test ified in over  430 utility proceedings before more than 40

regulatory agencies in the United States and Canada. Attachment l provides a  more

complete description of my education and relevant work experience.

16

17 Q- What is the purpose of your testimony in this proceeding?

18

19

20

21

22

Shave been retained by the Utilities Division Staff to evaluate the cost of capital aspects of

the current filing of Arizona Water Company ("AWC" or "Company"). I have performed

independent studies and am making recommendations of the current cost of capital for

AWC. In addition, since AWC is a subsidiary of Utility Investment Company, I have also

evaluated this entity in my analyses.

23

24 Q- Have you prepared an Exhibit in support of your testimony?

25

26

A.

A.

A.

A. Yes, I have prepared one exhibit, made up of eleven Schedules, identified as Schedule l

through Schedule ll. These Schedules were prepared either by me or under my direction.



Direct Testimony of David C. Parcel]
Docket No, W-01445A-08-0440
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1 The information contained in these schedules is correct to the best of my knowledge and

2 belief.

3

4 SUMMARY OF TESTIMONY AND RECOMMENDATIONS

5 Q~ What are your recommendations in this proceeding"

6 My overall cost of capital recommendations for AWC are shown on Schedule l and are

7 summarized as follows:

8

9

10

Cost
3.00%
6.83%

9.5-10.5%
11

Short-Tenn Debt
Long-Term Debt
Common Equity

Total

Percent
4.80%

49.35%
45.85%

100.00%

Return
0.14%
3.37%

4.36-4.81%
7.87-8.33%

8.10% mid-point12

13

14

15

16

AWC's application requests a return on common equity of 12.40 percent and overall rate

of return of 9.81 percent. I propose a return on common equity of 10.0 percent and an

overall rate of return of 8.10 percent.

17

18 Q- Please summarize your cost analyses and related conclusions for AWC.

19

20

21

22

23

24

25

26

A.

A. This proceeding is concerned with AWC's regulated water utility operations in Arizona.

My analyses are concerned with the Company's total cost of capital. The first step in

performing an analysis of the Company's cost of capital is the development of the

appropriate capital structure. AWC's proposed capital structure is comprised of 49.24

percent common equity and 50.76 percent long-term debt. This capital structure is the

adjusted December 31, 2007, capital structure of the Company. I use a different capital

structure in my cost of capital analyses that contains more current figures (i.e., December

31, 2008), including short-term debt.



Direct Testimony of David C. Parcels
Docket No. W-01445A-08-0440
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1

2

3

4

5

6

The second step in a cost of capital calculation is a determination of the embedded cost

rates of debt. AWC's application uses a long-temi debt cost rate of 7.31 percent, which

reflects the Company's projected cost at December 3 l , 2007. I have used the 6.83 percent

rate of December 31, 2008, as cited in response to Staff DR 12.2. For the cost of short-

term debt, I use the 3.00 percent rate cited in response to Staff DR 12.3 (although the

Company does not include short-term debt in its cost of capital calculation).

7

8 The third step in the cost of capital calculation is the estimation of the cost of common

9

10

11

equity. Shave employed three recognized methodologies to estimate the cost of equity for

AWC. Each of these methodologies is applied to three groups of proxy water utilities.

These three methodologies and my findings are:

12

13

14

Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

9.0-10.5% (9.75% mid-point)
8.2-8.6% (8.4% mid-point)

9.5-10.5% (10.0% mid-point)

15

16

17

18

Based upon these findings, I conclude that the cost of common equity for AWC is within a

range of 9.5 percent to 10.5 percent. I recommend the mid-point of my cost of equity

range (10.0 %).

19

20

21

22

Combining these three steps into a weighted cost of capital results in an overall rate of

return range of 7.87 percent to 8.33 percent. My recommended 10.0 percent cost of equity

results in an overall cost of capital of 8.10 percent.
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1 ECONOMIC/LEGAL PRINCIPLES AND METHODOLOGIES

2 Q-

3

What are the primary economic and legal principles that establish the standards for

determining a fair rate of return for a regulated utility?

4 Public utility rates are normally established in a manner designed to allow the recovery of

5

6

their costs, including capital costs. This is frequently referred to as "cost of service"

Rates for regulated public utilities traditionally have been primarily

7

ratemaking.

established using the "rate base rate of retlun" concept. Under this method, utilities are

8

9

10

allowed to recover a level of operating expenses, taxes, and depreciation deemed

reasonable for rate-setting purposes, and are granted an opportunity to earn a fair rate of

return on the assets used and useful (i.e., rate base) in providing service to their customers.

11

12

13

14

15

The rate base is derived from the asset side of the utility's balance sheet as a dollar amount

and the rate of return is developed from the liabilities/owners' equity side of the balance

sheet as a percentage. The revenue impact of the cost of capital is thus derived by

multiplying the rate base by the rate of return (including income taxes).

16

17

18

19

20

The rate of return is developed from the cost of capital, which is estimated by weighting

the capital structure components (i.e., debt, preferred stock, and common equity) by their

percentages in the capital structure and multiplying these by their cost rates. This is also

known as the weighted cost of capital.

21

22

23

24

25

26

A.

Technically,"fair rate of return" is a legal and accounting concept that refers to an ex post

(after the fact) earned return on an asset base, while the cost of capital is an economic and

financial concept which refers to an ex ante (before the fact) expected or required return

on a liability base. In regulatory proceedings, however, the two terms are often used

interchangeably, as I have done in my testimony.
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1

2

3

4

5

From an economic standpoint, a fair rate of return is normally interpreted to mean that an

efficient and economically managed utility will be able to maintain its financial integrity,

attract capital, and establish comparable returns for similar risk investments. These

concepts are derived from economic and financial theory and are generally implemented

using financial models and economic concepts.

6

7

8

Although I am not a lawyer and I do not offer a legal opinion, my testimony is based on

my understanding that two United States Supreme Court decisions provide the main

standards for a fair rate of return. The first decision is Bluefield Water Works and9

10

11

Improvement Co. v. Pub. Serf. Comm'n of W. Va., 262 U.S. 679 (1923). In this decision,

the Court stated:

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

What annual rate will constitute just compensation depends upon many
circumstances and must be determined by the exercise of fair and
en ligh ten edjudgm en t, having regard to all relevant faets. A public utility
is entitled to such rates as will permit it to earn a return on the value of
the property which it employs for the convenience of the public equal to
that generally being made at the same time and in the same general part
of the country on investments in other business undertakings which are
attended by corresponding risks and uncertainties; but it has no
constitutional right to profits such as are realized or anticipated in highly
profitable enterprises or speculative ventures. The return should be
reasonably sufficient to assure confidence in the financial soundness of
the utility, and should be adequate, under efficient and economical
management, to maintain and support its credit and enable it to raise the
money necessary for the proper discharge of its public duties. A rate of
return may be reasonable at one time, and become too high or too low by
changes affecting opportunities for investment, the money market, and
business conditions generally. [Emphasis added.]

30

31

32

It is my understanding that theBluefield decision established the following standards for a

fair rate of return: comparable earnings, financial integrity, and capital attraction. It also
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1

2

noted the changing level of required returns over time as well as an underlying assumption

that the utility be operated in an efficient manner.

3

4 The second decision is Fed.  Power Comm'n v.  Hope Natural Gas Co.,  320 U.S. 591

5 (1942). In that decision, the Court stated:

6

7
8
9

10
11
12
13
14
15
16

The rate-making process under the [Natural Gas] Act, i.e., the fixing of
just and reasonable' rates, involves a balancing of the investor and

consumer interests .... From the investor or company point of view it is
important that there be enough revenue not only for operating expenses but
also for the capital costs of the business. These include service on the debt
and dividends on the stock. By that standard the return to the equity owner
should be commensurate with returns on investments in other enterprises
having corresponding risks. That return, moreover, should be sufficient to
assure confidence in the financial integrity of the enterprise, so as to
maintain its credit and to attract capital. [Emphasis added.]

17

18

19

20

21

22

23

24

25

The three economic and financial parameters in the Bluefield and Hope decisions -

comparable earnings, financial integrity, and capital attraction ..  reflect the economic

criteria encompassed in the "opportunity cost" principle of economics. The opportunity

cost principle provides that a utility and its investors should be afforded an opportunity

(not a guarantee) to earn a return commensurate with returns they could expect to achieve

on investments of similar r isk. The opportunity cost principle is consistent with the

fundamental premise, on which regulation rests, namely, that it is intended to act as a

surrogate for competition.

26

27

28

29

I understand that because Arizona is a "Fair Value" state, Hope and Bluefield do not set

forth the legal requirements applicable to determining fair rate of return in Arizona. In

Simms v. Round Valley Light 8; Power Co., 294 P.2d 378 (1956), the Arizona Supreme
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1 Court took exception to application of the following principle in Arizona since the

Constitution mandates consideration of fair value:2

3

4
5
6
7
8
9

10
11

"In the Hope case the court, in testing the reasonableness of rates fxed by
the Federal Power Commission under the Natural Gas Act, 15 US.C.A.
Section 717 et seq., after holding that congress had provided no formula by
which just and reasonable rates were to be determined, ruled that it was
the final result reached and not the method used in reaching the result that
was controlling and that it was unimportant to 'determine the various
permissible ways in which any rate base on which the return in computed
might be arrived at. "

12

13

14

15

16

17

18

My testimony does not advocate that the Commission ignore the Simms holding in this

regard, or the fair value of AWC's property, which it is required to consider under article

15, section 14 of the Arizona Constitution. Rather, I find the Hope and Bluefield

decisions to be helpful in their discussion of comparable earnings, financial integrity and

capital attraction. I note that AWC witness Zepp also cites the Hope and Bluefield cases

as providing standards for the establishment of the fair rate of return for public utilities.

19

20 Q- How can these parameters be employed to estimate the cost of capital for a utility?

21

22

23

Neither the courts nor economic/financial theory have developed exact and mechanical

procedures for precisely determining the cost of capital. This is the case because the cost

of capital is an opportunity cost and is prospective-looking, which dictates that it must be

estimated.24

25

26

27

28

29

A.

There are several useful models that can be employed to assist in estimating the cost of

equity capital, which is the capital structure item that is the most difficult to determine.

These include the Discounted Cash Flow ("DCF"), Capital Asset Pricing Model

("CAPM"), Comparable Earnings ("CE") and Risk Premium ("RP") methods. Each of
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1

2

these methods (or models) differs from the others and each, if properly employed, can be a

useful tool in estimating the cost of common equity for a regulated utility.

3

4 Q- Which methods have you employed in your analyses of the cost of common equity in

5 this proceeding?

6 I have utilized three methodologies to determine AWC's cost of common equity: the

7

8

9

DCF, CAPM, and CE methods. I have not employed a RP model in my analyses

although, as I indicate later, my CAPM analysis is a form of the RP methodology. Each

of these methodologies will be described in more detail in my testimony that follows.

10

GENERAL ECONOMIC CONDITIONS

12 Q-

13

Why are economic and financial conditions important in determining the costs of

capital?

14

15

16

17

18

19

20

21

22

A.

A. The costs of capital, for both fixed-cost (debt and preferred stock) components and

common equity, are determined in part by current and prospective economic and financial

conditions. At any given time, each of the following factors has an influence on the costs

of capital: the level of economic activity (i.e., growth rate of the economy), the stage of

the business cycle (i.e., recession, expansion, or transition), the level of inflation, and

expected economic conditions. My understanding is that this position is consistent with

the Bluefield decision that noted "[a] rate of return may be reasonable at one time, and

become too high or too low by changes affecting opportunities for investment, the money

market, and business conditions generally."
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l Q. What indicators of economic and financial activity have you evaluated in your

2 analyses?

3

4

5

6

7

I have examined several sets of economic statistics from 1975 to the present. I chose this

time period because it  permits the evaluation of economic conditions over  three full

business cycles plus the current cycle to date, allowing for an assessment of changes in

long-tenn trends. This period also approximates the beginning and continuation of active

rate case activities by public utilities.

8

9

10

11

12

13

A business cycle is commonly defined as a complete period of expansion (recovery and

growth) and contraction (recession). A full business cycle is a useful and convenient

period over which to measure levels and trends in long-term capital costs because it

incorporates the cyclical (i.e.,  stage of business cycle) influences, and thus, permits a

comparison of structural (or long-term) trends.

14

15 Q- Please describe the timeframe of the three prior business cycles and the most recent

16 cycle.

17 The three prior complete cycles and most recent cycle cover the following periods:

18

19

20

Business Cycle
1975-1982
1982-1991
1991-2001
Current

Expansion Cycle
Mar. 1975-July 1981
Nov. 1982-July 1990
Apr. 1991-Mar. 2001
Dec. 2001-Nov. 2007

Contraction Period
Aug. 1981-0ct. 1982
Aug. 1990-Mar. 1991
Apr. 2001 -Nov. 2001
Dec. 2007-Present21

22

A.

A.

Source: National Bureau of Economic, Research, "Business Cycle Expansions and Contractions.7?
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1 Q.

2

Do you have any general observations concerning the recent trends in economic

conditions and their impact on capital costs over this broad period?

3

4

5

6

7

Yes, I do. As I will describe below, until recently the U.S. economy enjoyed general

prosperity and stability over the period since the early 1980s. This period has been

characterized by longer economic expansions, relatively tame contractions, relatively low

and declining inflation, and declining interest rates and other capital costs. The current

business cycle began in late 2001, following a somewhat modest recession earlier in the

8 year.

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A.

Over the past two years, on the other hand, the economy has declined significantly,

initially as a result of the 2007 collapse of the "sub-prime" mortgage market and related

liquidity crises in the financial sector of the economy. Subsequently, this financial crisis

intensified with a more broad-based decline initially based on a substantial increase in

petroleum prices and a dramatic decline in the U.S. financial sector culminating with the

collapse and/or bailouts of a significant number of long-standing institutions such as Bear

Steams, Lehman Brothers, Merrill Lynch, Freddie Mac, Fannie Mae, AIG and Wachovia.

This crisis has been described as the worst financial crisis since the Great Depression.

The U.S. and global governments are in the process of implementing unprecedented

actions to attempt to correct or minimize its scope and effects. As of this time, the

consequences of these governmental initiatives are unclear. There is also a universal

acceptance that the economy is in a serious recession. The impact of a severe economic

recession on cost of capital is very likely to be characterized by lower utility growth and

declining capital costs due to a decline in corporate profits and expected earnings growth.

It is clear that a serious recession also has negative impacts on AWC's customers, in terms

of income levels, unemployment and higher poverty levels. In addition, it is likely that

AWC's business customers are experiencing lower profits as a result of the recession.
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1

2

Clearly, this is not an environment in which it is sensible to increase the profitability of a

regulated company such as AWC.

3

4 Q. Please describe recent and current economic and financial conditions and their

5 impact on the costs of capital.

6

7

8

9

10

11

12

13

Schedule 2 shows several sets of economic data. Pages 1 and 2 contain general

macroeconomic statistics while pages 4 through 6 contain financial market statistics.

Pages 1 and 2 show that the U.S. economy ended 2007 as the sixth year of an economic

expansion although, as indicated previously, the economy was then entering a decline.

This is indicated by the growth in real (i.e., adjusted for inflation) Gross Domestic Product

("GDP"), industrial production, and the increase in the unemployment rate. This most

recent expansion was characterized by slower growth, in comparison to prior expansions

which resulted in lower inflationary pressures and interest rates.

14

15

16

17

18

19

20

21

The rate of inflation is also shown on pages 1 and 2. As is reflected in the Consumer Price

Index ("CPI"), for example, inflation rose significantly during the 1975-1982 business

cycle and reached double-digit levels in 1979-1980. The rate of inflation declined

substantially in 1981 and remained at or below 6.1 percent during the 1983-1991 business

cycle. Since 1991, the CPI has been 4.1 percent or lower. The 0.1 percent rate of inflation

in 2008 was the lowest level of the past thirty years. This is indicative of virtually no

inflation, which should also be reflective of lower capital costs.

22

23 Q- What have been the trends in interest rates?

24

25

26

A.

A. Pages 3 and 4 show several series of interest rates. Rates rose sharply to record levels in

1975-1981 when the inflation rate was high and generally rising. Interest rates declined

substantially in conjunction with inflation rates throughout the remainder of the 1980s and
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1

2

throughout the 1990s. Interest rates declined even further from 2000-2005 and generally

recorded their lowest levels since the 1960s.

3

4

5

6

7

8

9

10

11

12

13

14

15

During the past several years and up until the later half of 2008, long-term interest rates

remained low by historic standards. During the 2001 recession and early in the

succeeding expansion, the Federal Reserve lowered interest rates (i.e., Federal Funds rate)

ll times in 2001 and twice in 2003 in an effort to stimulate the economy. Following this,

the Federal Reserve increased short-term interest rates on 17 occasions between 2004 and

2006,1 although each time by only 0.25 percent, in an attempt to ensure that any perceived

inflationary expectations will not stifle continued economic growth. Nevertheless, the

Federal Reserve actions did not result in a pronounced increase in long-term rates. Most

recently, however, the Federal Reserve has lowered the Federal Funds rate (i.e., short-tenn

rate) on several occasions and it is currently 0.25 percent, an all-time low. The year 2008

experienced a pronounced decline in short-term rates and long-tenn U.S. Treasury

Securities yields, and an increase in utility bond yields, reflecting a "flight to safety."

16

17 Q. What have been the trends in common share prices?

18

19

20 On the other hand,

21

22

23

24

Pages 5 and 6 show several series of common stock prices and ratios. These ratios

indicate that share prices were essentially stagnant during the high inflatior1/interest rate

environment of the late 1970s and early 1980s. the 1983-1991

business cycle and the most recent cycles witnessed a significant upward trend in stock

prices. Since the beginning of the current financial crisis, on the other hand, stock prices

have declined precipitously and have been very volatile. Stock prices in 2008 and early

2009 are down significantly from 2007 levels, reflecting the financial/economic crises.

A.

1 See Federal Reserve Bank of New York, "Historical Changes of the Target Federal Funds and Discount
Rates," www.newyorkfed.org/markets/statistics/dlyrates/fedrate.htrnl.
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1 Q- What conclusions do you draw from your discussion of economic and financial

2 conditions?

3

4

5

6

7

8

It  is apparent that recent and current economic/financial circumstances are radically

different from any that have prevailed since at least the 1930s. The recent deterioration in

stock prices and the decline in U.S. Treasury bond yields and increase in corporate bond

yields reflect the "flight to safety" that describes the extreme reluctance of investors to

purchase common stocks and corporate bonds while moving investments into the very

safe government bonds.

9

10

11

12

13

14

15

This "flight to safety" should not be interpreted to reflect an increase in the cost of capital,

however. Rather, it more properly reflects an "availability of capital" since investors have

been recently been unwilling to invest in any assets other than U.S. Treasury bonds, As I

noted previously, the opportunity cost of capital, as measured by the recent and current

returns of unregulated finns, has been the lowest in recent memory. Clearly, this cannot

be claimed to reflect an increase in the cost of capital for a regulated firm such as AWC.

16

17 CAPITAL STRUCTURE AND COST OF DEBT

18 Q- Please summarize AWC and its operations.

19

20

21

22

AWC is a public utility that delivers water service through its distribution systems in

Arizona. AWC provides service to about 84,000 customers in 18 water systems in the

state. AWC is a subsidiary of Utility Investment Company (a Nevada Corporation), which

in turn is a subsidiary of United Resources, Inc. db San Gabriel Water.

23

A.

A.
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1 Q- How have you evaluated the capital structure of AWC?

2

3

I have examined the historic (2006-2008) capital structure ratios of AWC. These are

shown on Schedule 3. I have summarized below the common equity ratios for AWC :

4

5

6
2006
2007
2008

Including S-T Debt
59.9%
49.7%
45.8%

Excluding S-T Debt
64.1%
64.0%
48.2%7

8

9

10

This reflects a declining equity ratio since 2006.

Q- How do these capital structures compare to those of investor-owned water utilities?

11

12

Schedule 4 shows the common equity ratios (including short-term debt in capitalization)

for the three groups of water utilities utilized in my cost of equity analyses. These are :

13

14

15

16

17

Year
2004
2005
2006
2007
2008

Value
Line
Group
52%
49%
50%
51 %
50%

AUS
Utility
Group
50%
48%
50%
50%
49%

Zepp
Group
50%
49%
50%
50%
51%18

19

20 These common equity ratios are slightly higher than those of AWC in 2008, but similar to

the levels of 2007.21

22

23 Q- What capital structure ratios has AWC requested in this proceeding?

24

25

The Company requests use of the following capital structure:

50.76%

49.24%

Long-Tenn Debt

26

A.

A.

A.

Common Equity
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1

2

According to schedule D-1 of AWC's filing, this is the adjusted capital structure of the

Company at December 31, 2007.

3

4 Q- What capital structure do you propose to use in this proceeding?

5

6

7

I use updated versions of the capital structure ratios as proposed by AWC. I use the

December 31, 2008 capital structure amounts, as shown in the response to Staff DR 12.2.

In addition, I include short-term debt in the capital structure, as is this Commission's

8 precedent.

9

10 Q- What are the cost rates of debt in the Company's application?

11

12

13

14

The Company's filing cites a cost of long-term debt of 7.31 percent. This is represented to

be the Company's adjusted cost at December 31, 2007. I use a cost of long-term debt of

6.83 percent in my cost of capital analyses, which reflects the actual December 31, 2008

values. For the cost of short-term debt, I use the 3.00 percent rate shown on the response

15 to StaffDR 12.3.

16

17 Q, Can the cost of common equity be determined with the same degree of precision as

18 the costs of debt?

19

20

21

22

23

24

A.

A.

A. No. The cost rates of debt are largely determined by interest payments, issue prices, and

related expenses. The cost of common equity, on the other hand, cannot be precisely

quantified, primarily because this cost is an opportunity cost. There are, however, several

models which can be employed to estimate the cost of common equity. Three of the

primary methods - DCF, CAPM, and CE - are developed in the following sections of my

testimony.
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1 SELECTION OF PROXY GROUPS

2 Q- How have you estimated the cost of common equity for AWC?

3

4

5

6

7

AWC is not a publicly-traded company. Utility Investment Company, AWC's parent

company, also is not a publicly-traded company. Consequently, it is not possible to

directly apply cost of equity models to either AWC or Utility Investment Company.

However, it is generally desirable to analyze groups of comparison or "proxy" companies

as a substitute for AWC to determine its cost of common equity.

8

9

10

11

12

13

I have examined three such groups for comparison to AWC. I have first selected the

group of four water utilities that are contained in the Standard Edition of Value Line.

Second, I have used the group of eight water utilities covered in AUS utility Reports.

Third, I have conducted studies of the cost of equity for the proxy group of water utilities

selected by AWC's witness Thomas M. Zepp.

14

15 DISCOUNTED CASH FLOW ANALYSIS

16 Q- What is the theory and methodological basis of the DCF model?

17

18

19

The DCF model is one of the oldest, as well as the most commonly-used, models for

estimating the cost of common equity for public utilities. The DCF model is based on the

"dividend discount model" of financial theory, which maintains that the value (price) of

20 any security or commodity is the discounted present value of all future cash flows.

21

22 The most common variant of the DCF model assumes that dividends are expected to grow

at a constant rate. This variant of the dividend discount model is known as the constant23

24

25

growth or Gordon DCF model. In this framework cost of capital is derived by the

following fionnula:

26

A.

A.
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1 K

2

3 where : K = discount rate (cost of capital)

4 P = current price

D = current dividend rate5

6 g = constant rate of expected growth

7

8

9

10

This fionnula essentially recognizes that the return expected or required by investors is

comprised of two factors: the dividend yield (current income) and expected growth in

dividends (future income) .

11

12 Q- Please explain how you have employed the DCF model.

13

14

15

I have utilized the constant growth DCF model. In doing so, Shave combined the current

dividend yield for each group of proxy utility stocks described in the previous section with

several indicators of expected dividend growth.

16

17 Q- How did you derive the dividend yield component of the DCF equation?

18

19

20

21

There are several methods that can be used for calculating the dividend yield component.

These methods generally differ in the manner in which the dividend rate is employed, i.e.,

current versus future dividends or annual versus quarterly compounding of dividends. I

believe the most appropriate dividend yield component is the version listed below:

22

23 Yield
D 0 (1 + 0.58)

P0

24

25

26

A.

A.

This dividend yield component recognizes the timing of dividend payments and dividend

increases. The PT in my yield calculation is the average (of high and low) stock price for
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1 The

2

each proxy company for the most recent three month period (February-April, 2009).

DO is the current annualized dividend rate for each proxy company.

3

4 Q~ How have you estimated the dividend growth component of the DCF equation?

5

6

7

8

9

10

11

12

13

The dividend growth rate component of the DCF model is usually the most crucial and

controversial element involved in using this methodology. The objective of estimating the

dividend growth component is to reflect the growth expected by investors that is embodied

in the price (and yield) of a company's stock. As such, it is important to recognize that

individual investors have different expectations and consider alternative indicators in

deriving their expectations. This is evidenced by the fact that every investment decision

resulting in the purchase of a particular stock is matched by another investment decision to

sell that stock. Obviously, since two investors reach different decisions at the same

market price, their expectations differ.

14

15

16

17

18

A wide array of indicators exists for estimating the growth expectations of investors. As a

result, it is evident that no single indicator of growth is always used by all investors. It

therefore is necessary to consider alternative indicators of dividend growth in deriving the

growth component of the DCF model.

19

20 I have considered five indicators of growth in my DCF analyses. These are:

21

22

23

2004-2008 (5-year average) earnings retention, or fundamental growth (per

Value Line) ,

24

25

A.

2.

1.

5-year average of historic growth in earnings per share ("EPS"), dividends

per share ("DPS"), and book value per share ("BVPS") (per Value Line),
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1

2

3

2009, 2010, and 2012-2014 projections of earnings retention growth (per

Value Line),

2006-2008 to 2012-2014 projections of EPS, DPS, and BVPS (per Value

4 Line); and

5

6

5-year projections of EPS growth as reported in First Call (per Yahoo!

Finance).

7

8

9

10

11

12

13

I believe this combination of growth indicators is a representative and appropriate set with

which to begin the process of estimating investor expectations of dividend growth for the

groups of proxy companies. I also believe that these growth indicators reflect the types of

information that investors consider in making their investment decisions. As I indicated

previously, investors have an array of information available to them, all of which should

be expected to have some impact on their decision-making process.

14

15 Q- Please describe your initial DCF calculations.

16

17

18

Schedule 5 presents my DCF analysis. Page 1 shows the calculation of the "raw" (i.e.,

prior to adjustment for growth) dividend yield for each proxy company. Pages 2 and 3

show the growth rate for the groups of proxy companies. Page 4 shows the "raw" DCF

19 calculations, which are presented on several bases: mean, median, and high values. These

results can be summarized as follows:20

21

22

23

24

Value Line Group
AUS Group
Zepp Group

Mean
7.8%
9.0%
9.1%

Median
7.8%
9.3%
9.2%

Mean

H1gh2
9.8%

11.3%
12.0%

Median
I-H8113

10.1%

10.0%

10.7%

A.

2

3

Using only the highest growth rate.

Using only the highest growth rate.

4.

3.

5.
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1

2

3

4

5

6

I note that the individual DCF calculations shown on Schedule 5 should not be interpreted

to reflect the expected cost of capital for the proxy groups, rather, the individual values

shown should be interpreted as alternative information considered by investors. The

individual DCF calculations also demonstrate how the focus on a single growth rate, such

as EPS projections, can produce a DCF conclusion that is not reflective of a broader

perspective of available information.

7

8

9

10

The results in Schedule 5 indicate average (mean and median) DCF cost rates of 7.8

percent to 9.3 percent. The "high" DCF rates (i.e., using the highest growth rates only) are

about 9.8 percent to 12.0 percent on an average basis and 10.0 percent to 10.7 percent on a

median basis.11

12

13 Q. What do you conclude from your DCF analyses"

14

15

16

17

18

19

This analysis reflects a broad DCF range of about 7.8 percent to about 12.0 percent for the

proxy groups. This is approximated by the average/mean and values for the proxy groups

examined in the previous analysis. I give less weight to the extreme upper and lower ends

of the groups which are impacted by outlier results. I believe that 9.0 percent to 10.5

percent reflects the proper DCF cost for AWC. This reflects the mean/median results, as

well as most of the high end results.

20

21 CAPITAL ASSET PRICING MODEL ANALYSIS

22 Q. Please describe the theory and methodological basis of the CAPM.

23 The CAPM is a version of the RP method. The CAPM describes and measures the

24

25

A.

A.

relationship between a security's investment risk and its market rate of return. The CAPM

was developed in the 1960s and 1970s as an extension of modem portfolio theory
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1 ("MPT"), which studies the relationships among risk, diversification, and expected

returns.2

3

4 Q- How is the CAPM derived?

5 The general form of the CAPM is:

6

7 K :Rf +,8(R» -R/)

8

9 wherel

10

K = cost of equity

Rf = risk free rate

Rm = return on market11

12

13

[3 = beta

Rm-Rf = market risk premium

14

15

16

17

18

As noted previously, the CAPM is a variant of the RP method. I believe the CAPM is

generally superior to the simple RP method because the CAPM specifically recognizes the

risk of a particular company or industry (i.e., beta), whereas the simple RP method

assumes the same risk premium for all companies exhibiting similar bond ratings.

19

20 Q- What groups of companies have you utilized to perform your CAPM analyses?

21

22

I have performed CAPM analyses for the same groups of proxy utilities evaluated in my

DCF analyses.

23

24 Q-

25

A.

A.

Please explain the risk-free rate as used in your CAPM and indicate what rate you

employed.
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1

2

3

4

5

The first term of the CAPM is the risk-free rate (Rf). The risk-free rate reflects the level of

return that can be achieved without accepting any risk. In CAPM applications, the risk-

free rate is generally recognized by use of U.S. Treasury securities. Two general types of

U.S. Treasury securities are often utilized as the Rf component - short-term U.S. Treasury

bills and long-term U.S. Treasury bonds.

6

7

8

9

I have performed CAPM calculations using the three-month average yield (February-

April, 2009) for 20-year U.S. Treasury bonds. Over this three-month period, these bonds

had an average yield of 3.82 percent.

10

11 Q. What is beta and what betas did you employ in your CAPM?

12

13

14

15

Beta is a measure of the relative volatility (and thus risk) of a particular stock in relation to

the overall market. Betas of less than 1.0 are considered less risky than the market,

whereas betas greater than 1.0 are more risky. Utility stocks traditionally have had betas

below 1.0. I utilized the most recent Value Line betas for each company in the groups of

16 proxy utilities.

17

18 Q- How did you estimate the market risk premium component in your CAPM analysis?

19 The market risk premium component (Rm-Rf) represents the investor-expected premium of

20 common stocks over the risk-free rate, or government bonds. For the purpose of

21

22

23

estimating the market risk premium, I considered alterative measures of returns of the

Standard & Poor's ("S&P") 500 (a broad-based group of large U.S. companies) and 20-

year U.S. Treasury bonds.

24

25

26

A.

A.

First, I have compared the actual arial returns on equity of the S&P 500 with the actual

annual yields of U.S. Treasury bonds. Schedule 6 shows the return on equity for the S&P
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1

2

3

4

5

500 group for the period 1978-2008 (all available years reported by S&P). This schedule

also indicates the annual yields on 20-year U.S. Treasury bonds, as well as the annual

differentials (i.e., risk premiums) between the S&P 500 and U.S. Treasury 20-year bonds.

Based upon these returns, I conclude that this version of the risk premium is about 6.45

percent.

6

7

8

9

10

I have also considered the total returns (i.e., dividends/interest plus capital gains/losses)

for the S&P 500 group as well as for the long-term government bonds, as tabulated by

Morningstar (formerly Ibbotson Associates), using both arithmetic and geometric means.

Shave considered the total returns for the entire 1926-2007 period, which are as follows:

11

12

13
Arithmetic
Geometric

S&P 500
11.7%
9.6%

L-T Gov 't Bonds
6.1%
5.7%

Risk Premium
5.6%
3.9%

14

15

16

17

18

I conclude from this that the expected risk premium is about 5.32 percent (i.e., average of

all three risk premiums). I believe that a combination of aritlnnetic and geometric means

is appropriate since investors have access to both types of means and, presumably, both

types are reflected in investment decisions and thus stock prices and cost of capital.

19

20 Schedule 7 shows my CAPM calculations using the risk premium. The results are :

21

22

23
Value Line Group
AUS Group
Zepp Group

Mean
8.6%
8.3%
8.3%

Median
8.3%
8.2%
8.2%

24

25
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1 Q. What is your conclusion concerning the CAPM cost of equity?

2

3

4

The CAPM results collectively indicate a cost of 8.2 percent to 8.6 percent for the groups

of comparison utilities. I conclude that the CAPM cost of equity for AWC is 8.2 percent

to 8.6 percent.

5

6 COMPARABLE EARNINGS ANALYSIS

7 Q- Please describe the basis of the CE methodology.

8

9

10

The CE method is derived from the "corresponding risk" standard of the Bluefield and

Hope cases. This method is thus based upon the economic concept of opportunity cost.

As previously noted, the cost of capital is an opportunity cost: the prospective return

available to investors from alternative investments of similar risk.11

12

13

14

15

The CE method is designed to measure the returns expected to be earned on the original

cost book value of similar risk enterprises. Thus, this method provides a direct measure of

the fair return, because the CE method translates into practice the competitive principle

16 upon which regulation is based.

17

18

19

20

21

22

23

24

The CE method normally examines the experienced and/or projected returns on book

common equity. The logic for examining returns on book equity follows from the use of

original cost rate base regulation for public utilities, which uses a utility's book common

equity to determine the cost of capital. This cost of capital is, in tum, used as the fair rate

of return which is then applied (multiplied) to the book value of rate base to establish the

dollar level of capital costs to be recovered by the utility. This technique is thus consistent

with the rate base methodology used to set utility rates.

25

A.

A.
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1 Q- How have you employed the CE methodology in your analysis of AWC's common

2

3

4

5

6

7

8

9

equity cost?

I conducted the CE methodology by examining realized returns on equity for several

groups of companies and evaluating the investor acceptance of these returns by reference

to the resulting market-to-book ratios. In this manner it is possible to assess the degree to

which a given level of return equates to the cost of capital. It is generally recognized for

utilities that market-to-book ratios of greater than one (i. e., l 00%) reflect a situation where

a company is able to attract new equity capital without dilution (i.e., above book value).

As a result, one objective of a fair cost of equity is the maintenance of stock prices above

10 book value.

11

12

13

14

15

16

would further note that the CE analysis, as I have employed it, is based upon market data

(through the use of market-to-book ratios) and is thus essentially a market test. As a

result, my analysis is not subject to the criticisms occasionally made by some who

maintain that past earned returns do not represent the cost of capital. In addition, my

analysis uses prospective returns and thus is not confined to historical data.

17

18 Q- What time periods have you examined in your CE analysis?

19

20

21

22

23

24

25

A.

A. My CE analysis considers the experienced equity returns of the proxy groups of utilities

for the period 1992-2008 (i.e., the last seventeen years). The CE analysis requires that I

examine a relatively long period of time in order to determine trends in earnings over at

least a full business cycle. Further, in estimating a fair level of return for a future period,

it is important to examine earnings over a diverse period of time in order to avoid any

undue influence from unusual or abnormal conditions that may occur in a single year or

shorter period. Therefore, in fanning my judgment of the current cost of equity I have
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1

2

focused on two periods: 2002-2008 (the last business cycle) and 1992-2001 (the most

recent complete business cycle).

3

4 Q. Please describe your CE analysis.

5

6

Schedules 8 and 9 contain summaries of experienced returns on equity for several groups

of companies, while Schedule 10 presents a risk comparison of utilities versus unregulated

7 finns.

8

9

10

Schedule 8 shows the earned returns on average common equity and market-to-book ratios

for the groups of proxy utilities. These can be summarized as follows:

11

12 Value Line
Group

AUS
Group

Zepp
Group

13

14
8.5-10.5%
9.1-11.0%

9.4-11.0%
9.5-11.1%

9.8-11.4%
9.6-11.3%

15

16

177-227%
173-217%

175-224%
171-214%

180-227%
175-2 I7%

17

Historic ROE
Mean
Median

Historic M/B
Mean
Median

Prospective ROE
Mean
Median

10.0-12.0%
10.0-12.0%

10.0-12.0%
10.0-12.0%

10.0-12.0%
10.0-12.0%

18

19

20

21

22

23

24

A.

These results indicate that historic returns of 8.5-11.4 percent have been adequate to

produce market-to-book ratios of 171-227 percent for  the groups of proxy utilit ies.

Furthennore, projected returns on equity for 2009, 2010, and 2012-2014 are within a

range of 10.0 percent to 12.0 percent for the utility groups. These relate to 2008 market-

to-book ratios of 170 percent or higher.
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1 Q. Have you also reviewed earnings of unregulated firms?

2

3

4

5

6

7

8

Yes. As an alternative, I also examined a group of largely unregulated finns. I have

examined the S&P 500 Composite group, since this is a well-recognized group of firms

that is widely utilized in the investment community and is indicative of the competitive

sector of the economy. Schedule 9 presents the earned returns on equity and market-to-

book ratios for the S&P 500 group over the past sixteen years. As this Schedule indicates,

over the two periods this group's average earned returns ranged from 13.9 percent to 14.7

percent with market-to-book ratios ranging between 288 percent and 341 percent.

9

10 Q. How can the above information be used to estimate the cost of equity for AWC?

11

12

13

14

15

16

17

The recent earnings of the proxy utility and S&P 500 groups can be utilized as an

indication of the level of return realized and expected in the regulated and competitive

sectors of the economy. In order to apply these returns to the cost of equity for proxy

utilities, however, it is necessary to compare the risk levels of the utility industry with

those of the competitive sector. I have done this in Schedule 10, which compares several

risk indicators for the S&P 500 group and the utility groups. The information in this

schedule indicates that the S&P 500 group is more risky than the utility proxy groups.

18

19 Q. What return on equity is indicated by the CE analysis?

20

21

22

23

24

25

26

A.

A.

A. Based on the recent earnings and market-to-book ratios, I believe the CE analysis

indicates that the cost of equity for the proxy utilities is no more than 9.5 percent to 10.5

percent. Recent returns of 8.5 percent to 11.4 percent have resulted in market-to-book

ratios of 170 and greater. Prospective returns of 10.0 percent to 12.0 percent result in

anticipated market-to-book ratios of over 170 percent. As a result, it is apparent that

returns below this level would result in market-to-book ratios of well above 100 percent.

An earned return of 9.5 percent to 10.5 percent should thus result in a market-to-book ratio
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1 of over 100 percent. As I indicated earlier, the fact that market-to-book ratios

2

3

substantially exceed 100 percent indicates that historic and prospective returns of over 10

percent reflect earnings levels that exceed the cost of equity for those regulated

4 companies.

5

6

7

8

9

10

11

12

13

14

15

16

17

Please also note that my CE analysis is not based on a mathematic formula approach, as

are the DCF and CAPM methodologies. Rather, it is based on recent trends and current

conditions in equity markets. Further, it is based on the direct relationship between

returns on common stock and market-to-book ratios of common stock. In utility rate

setting, a fair rate of return is based on the utility's assets (i.e., rate base) and the book

value of the utility's capital structure. As stated earlier, maintenance of a financially

stable utility's market-to-book ratio at 100 percent, or a bit higher, is fully adequate to

maintain the utility's financial stability. On the other hand, a market price of a utility's

common stock that is 170 percent or more above the stock's book value is indicative of

earnings that exceed the utility's reasonable cost of capital. Thus, actual or projected

earnings do not directly translate into a utility's reasonable cost of equity. Rather, they

must be viewed in relation to the market-to-book ratios of the utility's common stock.

18

19

20

21

22

My 9.5 percent to 10.5 percent CE recommendation is not designed to result in market-to-

book ratios as low as 1.0 for AWC. Rather, it is based on current market conditions and

the proposition that ratepayers should not be required to pay rates based on earnings levels

that result in excessive market-to-book ratios.
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1 RETURN ON EQUITY RECOMMENDATIONS

2 Q- Please summarize the results of your three cost of equity analyses.

3 My three methodologies produce the following:

4

5
Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

9.0-10.5% (9.75% mid-point)
8.2-8.6% (8.4% mid-point)

9.5-10.5% (10.0% mid-point)
6

7

8 Q- What is your cost of equity recommendation for AWC?

9

10

I recommend a cost of equity of 9.5 percent to 10.5 percent for AWC. Within this range, I

recommend the 10.0 percent mid-point level.

11

12 Q-

13

Please explain how the recent and current economic and financial crisis impacts the

cost of equity for AWC.

14

15

16

17

18

It is well chronicled that, over the past two years and especially over the past several

months, the United States and global financial markets have been in turmoil. The impacts

of this have been far-reaching and extreme, with global credit markets virtually coming to

a standstill. This crisis and its impact, however, do not imply that the cost of equity for

water utilities such as AWC have increased. I say this for the following reasons.

19

20

21

First, it must be emphasized that depressed economic conditions and the financial crisis

affects virtually all sectors of the economy -- households, small businesses, larger

22 commercial and industrials

23

and, in most cases, the impact is greater than is the case for

AWC. AWC is a regulated utility that sells a product that has no real substitutes. As

24 such, AWC and utilities are partially, if not largely, insulated from the impacts of

25

A.

A.

A.

depressed economic conditions.
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1

2

3

4

5

Second, the major impact of a recession is to depress the profits of most enterprises. As a

result, it is to be expected that capital costs will decrease in tandem with a significant

recession. There is no justification for increasing the profit level of a regulated utility

such as AWC at the same time that other enterprises are experiencing lower profits.

6

7

8

9

Third, even if AWC were to incur higher costs of debt and/or other capital costs, these

costs can be passed along to ratepayers at the next rate proceeding. Unregulated Hans

cannot do this.

10

11

12

13

14

15

16

17

Fourth, the United States and global governments have taken, and continue to take,

extraordinary measures to avoid a further worsening of the current market turmoil. Most

of these measures are designed to put liquidity into the credit markets and make credit

more accessible again and, in the process, restore more confidence to the financial

markets. All of these measures are clearly designed to lower the cost of capital. In this

environment, it would be counter-productive to make any claim that AWC should have a

higher return at this time due to the above-cited market turmoil.

18

19 TOTAL COST OF CAPITAL

20 Q- What is the total cost of capital for AWC?

21

22

23

24

A. Schedule 1 reflects the total cost of capital for the Company using AWC's capital

structure and costs of debt along with the range of common equity costs my analyses

support. The resulting total cost of capital is a range from 7.87 percent to 8.33 percent. I

recommend that an 8.10 percent total cost of capital be established for AWC.
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1 Q.

2

Does your cost of capital recommendation provide the Company with a sufficient

level of earnings to maintain its financial integrity?

3

4

5

6

7

Yes, it does. Schedule 11 shows the pre-tax coverage that would result if AWC earned

my cost of capital recommendation. As the results indicate, my recommended range

would produce a coverage level within the benchmark range for a BBB4 rated utility. In

addition, the debt ratio (which reflects the Company's proposed capital structure) is within

the benchmark for a BBB rated utility.

8

9 Q- Are you proposing a fair value rate of return in this proceeding?

10

11

12

Yes. However, in the present proceeding, AWC is not requesting a FVRB that differs

from its original cost rate base. Therefore, the proposed FVROR does not differ from my

previously recommended overall rate of return.

13

14 Q- Are you aware that AWC is requesting an Attrition Adjuster in this proceeding?

15

16

17

18

Yes, I am. AWC, through the testimonies of William Garfield and Joel Reeker, is

requesting an Attrition Adjuster Mechanism ("AAM"). Mr. Garfield states that the AAM

should be approved for AWC in the absence of the approval of several other proposed

adjuster mechanisms, including a Purchased Power Adjuster Mechanism ("PPAM"),

19 Purchased Water Adjuster Mechanism ("PWAM"), and Purchased Fuel Adjuster

20

21

22

Mechanism ("PFAM"). Mr. Garfield states that, in the absence of the approval of all of

the adjuster mechanisms proposed or the approval of the AAM, the Company "will not be

able to attract capital on reasonable terms to construct necessary utility plant."

A.

A.

A.

4 A rating indicating medium grade investment quality.
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1 Q-

2

Do you believe that the proposed AAM is necessary for AWC in order to attract

capital on reasonable terms?

3

4

5

6

No, I do not. AWC has exhibited an ability to attract capital in recent years without the

combination of adjuster mechanisms it is presently requesting. I further note that this

Commission has recently declined to continue the approval of certain automatic

adjustment mechanisms for several AWC operating divisions in recent cases.

7

8

9

10

11

12

13

Finally, I note that the current economic recession, and its impact on AWC's customers,

makes the timing of the implementation of an AAM problematic at this time. It is not fair

or proper to ask ratepayers to insulate AWC from its business risk factors at the same time

that these same ratepayers are suffering from current economic circumstances. I further

note that the magnitude of AWC's rate request (i.e., a proposed 35 percent increase in

rates) makes the requested adjuster mechanisms particularly burdensome to customers.

14

15 It is my understanding that other Utilities Division Staff witness are opposing the AAM in

16 this proceedings.

17

18 COMMENTS ON COMPANY TESTIMONY

19 Q- Have you reviewed the testimony of AWC witness Thomas M. Zepp?

20

21

Yes, I have. Dr. Zepp is recommending a return on equity for AWC of 12.4 percent. His

12.4 percent recommendation is derived as follows :

22

23 11.8%- 11.9% Table 10

24

DCF Analysis -- "Zepp Approach"

DCF Analysis -- "Staff Approach" 11.3%- 11.4% Table 11

25 DCF Average 11.6%

26

A.

A.
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1 11.8% Table 13

2

CAPM Analysis -- L-T MRP

CAPM Analysis - Current MRP 12.5% Table 14

3 12.1%

4 11.9%

5

CAPM Average

Average Cost of Equity Estimate

Risk Premium for AWC 0.5%

6

7

8

Cost of Equity Recommendation for AWC 12.4%

Q- Do you agree with Dr. Zepp's methodologies and conclusions?

9

10

11

12

13

No, I do not. Each of Dr. Zepp's DCF and CAPM methodologies and inputs suffer from

defects that have the effect of over-estimating the cost of equity for water utilities in

general and AWC in particular. In addition, his proposed fifty basis points risk adjustment

for  his  percept ion of AWC's  r isks  is  improper  and should not  be accepted by the

Commission.

14

15 Q-

16

What is your response for Dr. Zepp's DCF conclusions using his perception of the

"conceptually correct DCF" analysis?

17

18

This is summarized on Table 10 of Dr. Zepp's testimony. In this table, Dr. Zepp perfonns

one with a 3-month yield and one with a 12-month yield.two sets of DCF analyses

19

20

Both sets of DCF analyses employ an 8.56 percent growth rate, which are developed on

Table 9. It is noteworthy that all of the growth rates shown on his Table 9 are analysts'

21 forecasts of EPS.

22

23

24

I do not believe it is proper to rely on a single type of growth rate estimate in a DCF

context. This is especially true when, as is the case here, the single growth rate reflects

25

A.

A.

only projected data.
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1 Q- Why is it improper to rely exclusively on analysts' forecasts of EPS in a DCF model?

2 There are several reasons why it is not proper to rely exclusively on analysts' forecasts in

3 a DCF context.

4

5

6

7

First, it is not realistic to believe that investors rely exclusively on a single factor, such as

analysts' forecasts, in making their investment decisions. Investors have an abundance of

available information to assist them in evaluating stocks and EPS forecasts are only one of

8 many such statistics.

9

10

11

12

13

Second, Value Line, one of Dr. Zepp's sources of EPS projections, publishes a large

number of individual company data and ratios. Presumably these are published for the

consideration of subscribers/investors. It is also apparent that Value Line publishes both

historic and forecast data - yet Dr. Zepp considers only one factor and only the forecast

14 version of this factor.

15

16

17

18

19

Third, the vast majority of information available to investors, by both individual

companies in the form of annual reports and offering circulars, and by investment

publications such as Value Line, is historic data. It is neither realistic nor logical to

maintain that investors only consider projected (estimated) data to the exclusion of historic

20 (actual) data.

21

22

23

24

25

26

A.

Fourth, there have been a number of academic studies that indicate that analysts' forecasts

have been overly-optimistic in the past. See, for example a 1998 article (in the Financial

Analvsts Journal, Vol. 54, No. 6, Nov./Dec. 1998, 35-42) titled "Why So Much Error In

Analysts' Earnings Forecasts?," by Vijay Kumer Chopra. In this article, the author

concluded, "Analysts' forecasts of EPS and growth in EPS tend to be overly optimistic."
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1

2

3

4

5

He concluded that analysts' forecasts of EPS over the past 13 years have been more than

twice the actual growth rate. Investors are aware of the propensity of analysts to over-

estimate EPS forecasts. In addition, the presumption that investors rely only on a single

projection implies that investors are unsophisticated and unable to make their own

decisions. This also is not rational.

6

7

8

9

Fifth, the experience over the past two years should be a clear signal to investors that

analysts camion accurately predict EPS levels. Hardly any security analysts predicted the

decline in profits that occurred in 2008 and 2009 to-date.

10

11 Sixth, the well-publicized financial debacles of Enron and WorldCom demonstrate

12

13

14

dramatically how analysts are often either unwilling or incapable of discerning potentially

disastrous impacts of a company's projected EPS, and how even current earnings can be

distorted by the complex financial machinations of large, aggressive corporations.

15

16

17

18

Finally, during 2003, ten of the nation's largest securities firms agreed to pay a record

$1.4 billion in penalties to settle U.S. government charges involving investor abuses,

many of which resulted from analysts' forecasts and recommendations that the

19

20

21

government charged were biased and subject to conflicts-of-interests. This settlement

largely grew out of a New York State investigation and reflects the national, and even

international, scope of  the and

22 recommendations. These, and

negative perceptions of analysts' forecasts

other, similar investigations and complaints have

23

24

25

underscored a growing awareness that analysts' estimates cannot be considered an

unbiased source of growth expectations by investors, and this understanding has important

implications for a DCF analysis that exclusively incorporates any such estimates.
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1

2

3

4

5

6

In summary, investors are now very much aware of recent scandals involving security

analysts, including the Enron and WorldCom debacles, conflicts of interest that have

resulted in settlements, fines, and public admonishments, as well as other negative

connotations related to the reliability of analysts' forecasts. These problems clearly call

into question the reliance of analysts' forecasts as the only source of growth in a DCF

context. The landscape has changed in recent years and investors have ample reasons to

doubt the reliability of such forecasts at the present time.7

8

9 Q. Are EPS projections generally higher than the alternative indicators of growth

available to investors?10

11

12

13

Yes, they are. It is apparent from the data in my Schedule 5 that EPS projections are

generally the highest indicators of growth. Again, it is not realistic to believe that all

investors rely exclusively on this single source of data.

14

15 Q-

16

What is your response to Dr. Zepp's DCF conclusions based upon his perception of

the "staff approach" to the DCF model"

17

18

19

20

This is shown on Table 11 of Dr. Zepp's testimony. As was the case for his "conceptually

correct" DCF analysis, he performed two sets of DCF calculations - one with a 3-month

yield and one with a 12-month yield. Both sets of DCF calculations used a growth rate of

8.07 percent.

21

22 Q- How is this 8.07 percent growth rate derived?

23

24

25

26

A.

A.

A. Dr. Zepp states, on page 3 l, that his 8.07 percent growth rate is the average of the historic

growth rates shown on his Table 3 (7.6 percent) and projected growth rates shown on his

Table 9 (8.6 percent). I note that the 7.6 percent average growth rate on his Table 3

reflects the following average growth rates for his water sample group:
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1 5-Year 10-Year

2 Growth Sample Sample

3 Indicator Average Average

4 Stock Price 10.5% 9.4%

5 BVPS 7.0% 5.8%

6 DPS 3.2% 2.9%

7 EPS 7.3% 5.5%

8

9 Average 8.3% 6.9%

10 Average 7.6%

11

12 Q- Do you agree with his historic growth rates?

13

14

15

16

17

18

19

20

21

22

23

No, I do not. In particular, I do not agree with the use of stock price growth in a DCF

context. I believe that stock price growth is too unstable to be used as a viable indicator of

investor expectations, especially at the current time. Over the past year, stock prices have

dropped substantially. This is particularly relevant since Dr. Zepp's stock price growth

ends with the year 2007. Given the performance of the stock market in 2008 and 2009, it

is problematic that investors would give significant weight to stock price growth in

forming expectations of growth in a DCF context. This is especially significant since the

growth of stock prices greatly exceeds the growth of the other indictors. Eliminating the

stock price growth indicator has the effect of reducing the 5-year average growth rate to

5.8 percent (down from 8.3 percent) and the 10-year average growth rate to 4.7 percent

(down from 6.9 percent). The average of these two is 5.25 percent (down from 7.6

24

A.

percent) .
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1 Q- Do you agree with Dr. Zepp's projected growth rates he uses in this DCF analysis?

2

3

4

5

No, I do not. As I show on my Schedule 5, the most recent average of analysts forecasts

of EPS (excluding Connecticut Water, as Dr. Zepp does) is 7.2 percent (down from the 8.6

percent shown in Dr. Zepp's testimony using forecasts from December 2007 to February

2008).

6

7 Q.

8

What is your response to Dr. Zepp's CAPM "based on long-term average market

risk premium?"

9 This is shown on Table 13 of Dr. Zepp's testimony. His 11.8 percent conclusion is derived

10 as follows:

11

12 Risk Free Rate 4.9% Forecasts of Long-Term Gov 't Bonds as of early

13 2008

14 Beta 0.98 Value Line betas as of February 2008

15

16 Market Risk Premium 7.1% Ibbotson 1926-2007 difference in market returns of

17 S&P 500 and income returns on long-tenn

18

19

government bonds

Each of these three inputs is dated and overstated.

20

21 Q- How is the risk free rate overstated?

22

23

24

25

Dr. Zepp uses a 4.90 percent risk free rate. As I show in my testimony, the yields on 20-

year U.S. Treasury bonds have been well below this level for quite some time. For the

most recent three-month period, the average yield on long-term U.S. treasury bonds has

been 3.83 percent, which is more than 100 basis points below the yield used by Dr. Zepp.

26

A.

A.

A.
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1 Q- Why are Dr. Zepp's beta values over-stated?

2 The Value Line beta values for water utilities have declined since February 2008 the

3

4

time period of Dr. Zepp's betas. As I have shown in my testimony, more current (April

2009) betas for his water group average 0.84 (down from his dated 0.98 average).

5

6 Q- Please now explain why Dr. Zepp's market risk premium is excessive.

7

8

His 7.1 risk premium reflects the 1926-2007 risk premium between total returns on the

S&P 500 and income returns on long-tenn government bonds, as reported in Morningstar

9 (Ibbotson).

10

11

12

13

14

15

16

17

18

I disagree with Dr. Zepps's risk premium which appears to employ exclusive reliance on

the 1926-2007 arithmetic average differences between large company stocks (i.e., S&P

500) and long-temi Treasury bonds. As I indicated earlier in my testimony, it is preferable

to use multiple sources of risk premium measures, as I have done. Dr. Zepp's 7.1 percent

risk premium used only arithmetic returns, and ignores geometric (compound) returns in

deriving the risk premium component of the CAPM. This is not proper. It is apparent that

investors have access to both types of returns, and correspondingly use both types of

returns, when they make investment decisions. I

19

20

21

22

23

In fact, it is noteworthy that mutual fund investors regularly receive reports on their own

funds, as well as prospective funds they are considering for investment, that show only

geometric returns. Based on this, I find it difficult to accept Dr. Zepp's position that only

arithmetic returns are considered by investors, and, thus, only arithmetic returns are

24

A.

A.

appropriate in a CAPM context.
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1

2

3

4

5

6

7

8

9

I also disagree with Dr. Zepp's 7.1 percent risk premium since it improperly used "income

returns" from the Morningstar study rather than "total returns," What Dr. Zepp did was

compare the differential between total returns for common stocks (i.e., dividends and

capital gains) and only income returns for Treasury bonds. As such, he has ignored the

capital gains component of the Treasury bonds return. As I indicated in my earlier

testimony, the differential between total returns of common stocks and Treasury bonds, is

5.6 percent on an arithmetic basis. In addition, Dr. Zepp's use of the Morningstar study

only used half of the reported data (arithmetic means) and ignored the other half of the

reported data (geometric means).

10

11

12

13

14

15

16

17

It is apparent that, when Dr. Zepp's historic risk premium estimate is updated for the

inclusion of 2008 data, a much different picture emerges. The 1926-2008 differential

between the arithmetic returns of the S&P 500 and long-term government bonds has

declined from 6.5 percent to 5.6 percent (i.e., 11.7 percent total return from S&P 500

minus 6.1 percent total return for long-tenn government bonds), a reduction of 90 basis

points. A similar update of his "income return" would have the effect of reducing his

CAPM risk premium to 6.5 percent, or 60 basis points.

18

19 Q- Please now turn to Dr. Zepp's CAPM analysis "based on current forecast of market

20 risk premium,"

21

22

23

24

25

This is shown on Table 14 of his testimony. The only difference between his two sets of

CAPM analyses is the market risk premium, as both use the same values of the risk free

rate and beta. The market risk premium in Dr. Zepp's "Current Forecast of Market Risk

Premium" is 7.7 percent and is developed by comparing "DCF Equity Costs" of the Value

Line Industrial Composite and long-term treasury bonds for the period 1987 to 2007, as

shown on his Table 15.26

A.
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1

2

3

4

5

6

I do not believe this is an appropriate methodology with which to estimate the market risk

premium for a water utility.  The DCF rates shown in his Table 15 show values of 17

percent and above over the last three periods, with resulting risk premiums of over 12

percent. These 17 percent plus DCF rates seem excessive and greatly exceed the achieved

returns of unregulated finis over both long-term and recent times, as evidenced by the

Morningstar (Ibbotson) studies cited in my testimony.

7

8 Q-

9

Do you agree with Dr. Zepp's proposal to add a 50 basis point risk adjustment to the

DCF and CAPM results for his water group to account for the perceived higher risk

10 of AWC?

11

12

13

14

No, I do not. Dr. Zepp's proposed 50 basis point adjustment above the DCF and CAPM

cost rates for his group of proxy water utilities is based upon his perception that AWC is

more risky than the companies making up his proxy group. The perceived risk factors that

Dr. Zepp cites are as follows:

15

16

17

18

19

20

Regulation in Arizona -- pages 16-17

Lack of automatic adjustment mechanisms, such as arsenic treatment costs,

purchased water, purchased fuel, and purchased power costs - pages 17-20

Inverted rate structures .- pages 20-21 ,

Small size of AWC .- pages 21-23

21

22 Q, Do you agree with Dr. Zepp's perception of AWC's risks?

23

24

25

A.

A. No, I do not. I disagree with Dr. Zepp on the relative risk of AWC for two primary sets of

reasons. First, Dr. Zepp is comparing AWC, as a company, with the operations of the

proxy companies. AWC,  l ike ma ny of  the p r oxy compa nies ,  is  pa r t  of  a  la r ger
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1

2

organization. It is not proper to compare one subsidiary of a water group with the total

operations of other water groups.

3

4

5

Second most, if not all, of the risks cited by Dr. Zepp are not new to AWC. As a result,

the Commission has had the opportunity to assess these perceived risks in previous AWC

6 cases. My reading of the decisions in several recent AWC decisions does not reflect any

7

8

9

10

11

12

13

14

Commission recognition of the risks cited by Dr. Zepp. I note that this Commission has

previously found (e.g., Decision No. 66849 in Docket No. W-01445A-02-0619, dated

March 19, 2004 and Decision No. 68302 in Docket No. W-01445A-04-0650) that no risk

adjustments are appropriate for AWC. It is my belief that such a position remains true at

this time. In fact, even if there were any Commission recognition of these risks, their

impact would be reflected in the costs of equity approved for AWC. These returns have

recently been in the area of 10 percent or less, which is similar to what I am

recommending in this proceeding for AWC .

15

16 Q-

17

18

Dr. Zepp also maintains, on page 14, that the risks of the water industry have

increased in recent years, due to an increase in average beta values for water utilities.

Do you agree with this assertion?

19

20

21

No, I do not. In fact, since Dr. Zepp's testimony was prepared in early 2008, the average

beta values of his water sample have decreased. According to his logic, this indicates a

decline in the risk of the water utility industry.

22

23 Q. Does this conclude your Direct Testimony?

24

A.

A. Yes, it does.
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ARIZONA WATER COMPANY
TOTAL COST OF CAPITAL

Item Amount 1/ Percent Cost Weighted Cost

Short-Term Debt $7,300,000 4.80% 3.00% 1/ 0.14%

Long-Term Debt $75,000,000 49.35% 6.83% 1/ 3.37%

Common Equity $69,671 ,689 45.85% 9.50% 10.50% 4.36% 4.81%

Total $151 ,971 ,689 100.00% 1.81% 8.33%

Mid-point 8.10%

1/ Per response to Staffs DR 12.2.
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ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Industrial

Production

Growth

Unemploy-
ment
Rate

Consumer
Price Index

Producer
Price Index

1975 - 1982 Cycle

1975

1976

1977

1978

1979

1980

1981

1982

-1.1%
5.4%
5.5%
5.0%
2.8%
-0.2%
1.8%
-2.1%

-8.9%
10.8%
5.9%
5.7%
4.4%
-1.9%
1.9%
-4.4%

8.5%
7.7%
7.0%
50%
5.8%
7.0%
7.5%
9.5%

7.0%
4.8%
6.8%
9.0%
13.3%
12.4%
8.9%
3.8%

6.6%
3.7%
6.9%
9.2%

12.8%
11.8%
7.1%
3.6%

1983 - 1991 Cycle
1983

1984

1985

1986

1987

1988

1989

1990

1991

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
-0.5%

3.7%
9.3%
1.7%
0.9%
4.9%
4.5%
1.8%
-0.2%
-2.0%

9.5%
7.5%
7.2%
7.0%
6.2%
5.5%
5.3%
5.6%
6.8%

3.8%
3.9%
3.8%
1.'l%
4.4%
4.4%
45%
6.1%
3.1%

0.6%
1.7%
1.8%
-2.3%
2.2%
4.0%
4.9%
5.7%
_01%

1992 - 2001 Cycle
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

3.0%
2.7%
4.0%
2.5%
3.7%
4.5%
4.2%
4.5%
3.7%
0.8%

3.1%
3.3%
5.4%
4.8%
4.3%
7.2%
5.9%
4.3%
4.2%
-3.4%

7.5%
6.9%
6.1%
5.6%
5.4%
4.9%
4.5%
4.2%
4.0%
4.7%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
15%
2.7%
3.4%
1.6%

1.8%
0.2%
1.7%
2.3%
2.8%
-1.2%
0.0%
2.9%
3.6%
-1 .6%

Current Cycle
2002

2003

2004

2005

2006

2007

2008

1.6%
2.5%
3.6%
2.9%
2.8%
2.0%
1.1%

-0.1%
1.3%
2.5%
3.3%
2.3%
1.5%
-2.2%

5.8%
6.0%
5.5%
5.1%
4.6%
4.6%
5.8%

2.4%
1.9%
33%
3.4%
2.5%
4.1%
0.1%

1.2%
4.0%
4.2%
5.4%
1.1%
6.2%
-0.9%

*GDp=Gross Domestic Product

Source: Council of Economic Advisors, Economic indicators, various issues.
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ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Ind Austria I
Production

Growth

Unemploy-
ment
Rate

Consumer
Price Index

Producer
Price Index

2002
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

2.7%
2.2%
2.4%
0.2%

-3.8%
-1 .2%
0.8%
1.4%

5.6%
5.9%
5.8%
5.9%

2.8%
0.9%
2.4%
t.6%

4.4%
-2.0%
1.2%
0.4%

2003
1st Qtr,
2nd Qtr.
3rd Qtr,
4th Qtr.

1.2%
3.5%
7.5%
2.7%

1.1%
-0.9%
-0.9%
1.5%

5.8%
6.2%
6.1%
5.9%

4.8%
0.0%
3.2%
-0.3%

5.6%
-0.5%
3.2%
2.8%

2004
1 st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr,

3.0%
3.5%
3.6%
2.5%

2.8%
4.9%
4.6%
4.3%

5.6%
5.6%
5.4%
5.4%

5.2%
4.4%
0.8%
3.6%

5.2%
4.4%
0.8%
7.2%

2005
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

3.0%
2.6%
3.8%
1.3%

3.8%
3.0%
2.7%
2.9%

5.3%
5.1%
5.0%
4.9%

4.4%
1.6%
8.8%
-2.0%

5.6%
-0.4%
14.0%
4.0%

zoos
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

4.8%
2.7%
0.8%
1.5%

3.4%
4.5%
5.2%
3.5%

4.7%
4.6%
4.7%
4.5%

4.8%
4.8%
0.4%
0.0%

-0.2%
5.6%
-4.4%
3.6%

2007
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

0.1%
4.8%
4.8%
-0.2%

2.5%
1.6%
1.8%
2.2%

4.5%
4.5%
4.6%
4.8%

4.8%
5.2%
1.2%
6.4%

6.4%
6.8%
1.2%

10.8%

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

0.9%
2.8%
-0.3%
-3.8%

1.8%
-0.4%
-3.2%
-6.6%

4.9%
5.3%
6.0%
6.9%

2.8%
7.6%
2.8%

-13.6%

9.6%
14.0%
-0.4%

-27.6%

2009
1st Qtr. -6.1% -11.8% 8.1% 2.4% -1 .2%

Source: Council of Economic Advisors, Economic Indicators, various issues.



Exhibit (DCP-1)
Schedule 2
Page 3 of 6

INTEREST RATES

Year
Prime
Rate

US Treas
T Bills

3 Month

US Treas
T Bonds
10 Year

Utility
Bonds
Aaa

Utility
Bonds

Aa

Utility
Bonds

A

Utility
Bonds
Baa

1975 - 1982 Cycle
1975
1978
1977
1978
1979
1980
1981
1982

7.86%
6.84%
6.83%
9.06%
12.67%
15.27%
18.89%
14.88%

5.84%
4.99%
5.27%
7.22%
10.04%
11.51%
14.03%
10.69%

7.99%
7.61%
7.42%
8.41 %
9.44%
11.46%
13.93%
13.00%

9.03%
8.63%
8.19%
8.87%
9.86%
12.30%
14.64%
14.22%

9.44%
8.92%
8.43%
9.10%
10.22%
13.00%
15.30%
14.79%

10.09%
9.29%
8.61 %
9.29%
10.49%
13.34%
15.95%
15.86%

10.96%
9.82%
9.06%
9.62%
10.96%
13.95%
16.60%
16.45%

1983 _ 1991 Cycle
1983
1984
1985
1986
1987
1988
1989
1990
1991

10.79%
12.04%
9.93%
8.33%
8.21 %
9.32%
10.87%
10.01%
8.46%

8.63%
9.58%
7.48%
5.98%
5.82%
6.69%
8.12%
7.51%
5.42%

11.10%
12.44%
10.62%
7.68%
8.39%
8.85%
8.49%
8.55%
7.85%

12.52%
12.72%
11.68%
8.92%
9.52%
10.05%
9.32%
9.45%
8.85%

12.83%
13.66%
12.06%
9.30%
9.77%
10.26%
9.56%
9.65%
9.09%

13.66%
14.03%
12.47%
9.58%
10.10%
10.49%
9.77%
9.86%
9.36%

14.20%
14.53%
12.96%
10.00%
10.53%
11.00%
9.97%
10.06%
9.55%

1992 - 2001Cycle
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

6.25%
6.00%
7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91 %

3.45%
3.02%
4.29%
5.51%
5.02%
5.07%
4.81 %
4.66%
5.85%
3.45%

7.01%
5.87%
7.09%
6.57%
6.44%
6.35%
5.26%
5.65%
6.03%
5.02%

8.19%
7.29%
8.07%
7.68%
7.48%
7.43%
8.77%
7.21%
7.88%
7.47%

8.55%
7.44%
8.21 %
7.77%
7.57%
7.54%
5.91 %
7.51 %
8.06%
7.59%

8.69%
7.59%
8.31 %
7.89%
7.75%
7.60%
7.04%
7.62%
8.24%
7.78%

8_86%
7.91 %
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%

Current Cycle
2002
2003
2004
2005
2006
2007
2008

4.67%
4.12%
4.34%
6.19%
7.96%
8.05%
5.09%

1 .62%
1.02%
1.38%
3.16%
4.73%
4.41 %
1.48%

4.61%
4.01%
4.27%
4.29%
4.80%
4.63%
3.66%

[1] 7.19%
6.40%
6.04%
5.44%
5.84%
5.94%
6.18%

7.37%
6.58%
6.16%
5.65%
6.07%
6.07%
6.53%

8.02%
6.84%
6.40%
5.93%
6.32%
6.33%
7.25%

[1] Note: Moody's has not published Aaa utility bond yields since 2001 .

Sources: Council of Economic Advisors, Economic Indicators, Moody's Bond Record, Federal
Reserve Bulletin, various issues.
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INTEREST RATES

Year
Prime
Rate

US Treas
T Bills

3 Month

US Treas
T Bonds
10 Year

utility
Bonds
Aaa m

utility
Bonds

As

Utility
Bonds

A

Utility
Bonds
Baa

2003
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
O f
Nov
Dec

4.25%
4.25%
4.25%
4.25%
4.25%
4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.00%

1.17%
1.16%
1.13%
1.14%
1.08%
0.95%
0.90%
0.96%
0.95%
0.93%
0.94%
0.90%

4.05%
3.90%
3.81%
3.96%
3.57%
3.33%
3.98%
4.45%
4.27%
4.29%
4.30%
4.27%

m 6.87%
6.66%
6.56%
6.47%
6.20%
6.12%
6.37%
6.48%
6.30%
6.28%
6.26%
6.18%

7.06%
6.93%
6.79%
6.64%
6.36%
6.21 %
6.57%
6.78%
6.56%
6.43%
6.37%
6.27%

7.47%
7.17%
785%
6.94%
6.47%
6.30%
6.67%
7.08%
6.87%
6.79%
5.69%
6.61 %

2004
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
O f
Nov
Dec

4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.25%
4.50%
4.75"/o
4.75%
5.00%
5.25%

0.89%
0.92%
0.94%
0.94%
1.04%
1.27%
1 .35%
1.48%
1.55%
1.75%
2.06%
2.20%

4.15%
40B%
3.83%
4.35%
4.72%
4.73"/u
4.50%
4.28%
4.13%
4.10%
4.19%
4.23%

5.05%
5.10%
5.93%
5.33%
5.55%
5.30%
5.09%
5.95%
5.79%
5.74%
5.79%
5.78%

6.15%
6.15%
5.97%
6.35%
6.62%
6.46%
6.27%
6.t4%
5.98%
5.94%
5.97%
5.92%

6.47%
6.28%
5.12%
5.46%
6.75%
6.84%
5.67%
5.45%
5.27%
5.17%
6.16%
5.10%

2005
Jan
F eb
Mar
Apr
May
June
July
Aug
Sept
OC!
Nov
Dec

5.25%
5.50%
5.75%
5.75%
6.00%
5.25%
6.25%
6.50%
5.75%
6.75%
7.00%
7.25%

2.32%
2.53%
2.75%
2.79%
2.86%
2.99%
3.22%
3.45%
3.47%
3.70%
3.90%
3.89%

4.22%
4.17%
4.50%
4.34%
4.14%
4.00%
4.18%
4.26%
4.20%
4.46%
4.54%
4.47%

5.68%
5.55%
5.75%
5.56%
5.39%
5.05%
5.18%
5.23%
5.27%
5.50%
5.59%
5.55%

5.78%
5.61%
5.83%
5.64%
5.53%
5.40%
5.51%
5.50%
5.52%
5.79%
5.88%
5.80%

5.95%
5.76%
6.01%
5.95%
5.88%
5.70%
5.81%
5.80%
5.83%
6.08%
6.19%
6.14%

7.50%
7.50%
7.75%
7.75%
8.00%
8.25%
8.25%
8.25%
8.25%
8.25%
8.25%
8.25%

4.20%
4.41 %
4.51 %
4.59%
4.72%
4.79%
4.96%
4.98%
4.82%
4.89%
4.95%
4.85%

4.42%
4.57%
4.72%
4.99%
5.11 %
5.11%
5.09%
4.8a%
4.72%
4.73%
4.60%
4.56%

5.50%
5.55%
5.71 %
6.02%
6.16%
6.16%
6.13%
5.97%
5.81%
5.80%
5.61%
5.62%

5.75%
5.82%
5.98%
6.29%
5.42%
6.40%
6.37%
6.20%
6.00%
5.98%
5.80%
5.81%

6.06%
6.11%
6.26%
6.54%
6.59%
6.61 %
6.61 %
6.43%
6.26%
6.24%
6.04%
6.05%

2006
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
O f
Nov
Dec
2007
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
O f
Nov
Dec

8.25%
8.25%
8.25%
8.25%
8.25%
8.25%
8.25%
8.25%
7.75%
7.50%
7.50%
7.25%

4.96%
5.02%
4.97%
4.88%
4.77%
4.63%
4.84%
4.34%
4.01 %
3.97%
3.49%
3.08%

4.76%
4.72%
4.56%
4.69%
4.75%
5.10%
5.00%
4.57%
4.52%
4.53%
4:15%
4.10%

5.78%
5.73%
5.66%
5.83%
5.86%
6.18%
6.11%
6.11%
6.10%
5.04%
5.87%
6.03%

5.96%
5.90%
5.85%
5.97%
5.99%
6.30%
6.25%
6.24%
6.18%
6.11%
5.97%
6.16%

6.15%
6.10%
6.10%
6.24%
6.23%
6.54%
6.49%
6.51 %
6.45%
6.36%
6.27%
6.51 %

200B
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
OCT
Nov
Dec

6.00%
6.00%
5.25%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
4.00%
4.00%
3.25%

2.86%
2.21 %
1.38%
1.32%
1.71 %
1.90%
1.72%
1.79%
1.46%
0.84%
0.30%
0.04%

3.74%
3.74%
3.51 %
3.58%
3.88%
4.10%
4.01%
3.89%
3.69%
3.81%
3.53%
2.42%

5.87%
6.04%
5.99%
5.99%
6.07%
6.19%
6.13%
5.09%
8.13%
8.95%
5.83%
5.93%

6.02%
6.21 %
6.21 %
6.29%
6.27%
6.38%
6.40%
6.37%
6.49%
7.56%
7.60%
6.54%

6.35%
G.80%
6.68%
6.82%
6.79%
6.93%
6.97%
6.98%
7.15%
8.58%
8.98%
8.13%

2009
Jan
Feb
Mar
Apr

3.25%
3.25%
3.25%
3.25%

0.12%
0.31 %
0.25%
0.17%

2.52%
2.87%
2.82%
2.93%

6.01%
6.11%
6.14%
6.20%

6.39%
6.30%
6.42%
6.48%

780%
7.74%
8.00%
8.03%

[1] Note: |'v1 oody's has not published Ala utility bond yields since 2001.

Sources: Council of Economic Advisors, Economic Indicators Moody's Bond Record, Federal
Reserve Bulletin, various issues.
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STOCK PRICE INDICATORS

Year
S&P NASDAQ

Composite [1] Composite [1] DJIA
S&P
DlP

S&P
E/P

1975 - 1982 Cycle
1975
1976
1977
1978
1979
1980
1981
1982

802.49
974.92
894.63
820.23
844.40
891 .41
932.92
884.36

4.31%
3.77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81 %

9.15%
890%

10,79%
12.03%
13,46%
12,66%
11,96%
11.60%

1983 - 1991 Cycle

[1]

4 .40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61 %
3.24%

8.03%
10.02%
8.12%
6.09%
5.48%
8.01 %
7.41 %
6.47%
4.79%

1983
1984
1985
1986
1987
1988
1989
1 9 9 0
1991

[1]
322.84
334.59
376.18 491 .69

1,190.34
1,178.48
1,328.23
1 ,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33

1992
1993
1994
1995
1 9 9 6
1997
1998
1 9 9 9
2 0 0 0
2001

$415.74
$451.21
$460.42
541 .72
670.50
873.43

1,085.50
1,327.33
1,427.22
1,194.18

1992 - 2001 Cycle
$599.26 3,284.29
715.16 3,522.06
751.65 3,793.77
925.19 4,493.76

1,164.96 5,742.89
1,469.49 7,441.15
1,794.91 8,625.52
2,728.15 10,464.88
3,783.67 10,734.90
2,035.00 10,189.13

2 .99%
2.78%
2.82%
2 .56%
2 .19%
1.77%
1.49%
1.25%
1.15%
1.32%

4 .22%
4 .46%
5 .83%
6 .09%
5.24%
4 .57%
3.48%
3. 17%
3 .63%
2 .95%

Current Cycle
2002
2 0 0 3
2004
2 0 0 5
2 0 0 6
2007
2 0 0 8

993.94
965.23

1 ,130.65
1,207.23
1,310.46
1,477.19
1 ,220.04

1,539.73
1,647.17
1,986.53
2,099.32
2,263.41
2,578.47
2,161.65

9,226.43
8,993.59

10,317.39
10,547.67
11,408.67
13,169.98
11,252.62

151 %
177%
1.72%
t.83%
1.87%
1 .86%
2.37%

2.92%
3.84%
4.89%
5.36%
5.78%
5.29%
3.55%

[1] Note: this source did not publish the S&P Composite prior to 1988 and the NASDAQ
Composite prior to 1991 .

Source: Council of Economic Advisors, Economic Indicators, various issues.
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STOCK PRICE INDICATORS

YEAR
S&P

Composite
NASDAQ

Composite DJIA
S&P
DIP

S&P
E/P

2002
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,131.56
1,068.45
894.65
887.91

1,879.85
1,641.53
1,308.17
1,346.07

10,105.27
9,912.70
8,487.59
8,400.17

1.39%
1.49%
1.76%
1.79%

2.15%
2.70%
3.68%
3.14%

2003
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

860.03
938.00

1 ,000.50
1 ,056.42

1,350.44
1 ,521.92
1 ,765.96
1 ,934.71

8,122.83
8,684.52
9,310.57
9,856.44

1.89%
1.75%
1.74%
1.69%

3.57%
3.55%
3.87%
4.38%

2004
1st Qtr.
2nd Qtr.
3rd Qtr,
4th Qtr.

1,133.29
1,122.87
1,104.15
1,162.07

2,041.95
1,984.13
1,872.90
2,050.22

10,488.43
10,289.04
10,129.85
10,362.25

1.64%
1.71%
1.79%
1.75%

4.62%
4.92%
5.18%
4.83%

2005
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,191.98
1,181.65
1,225.91
1,262.07

2,056.01
2,012.24
2,144,61
2,246.09

10,648.48
10,382.35
10,532.24
10,827.79

1.77%
1.85%
1.83%
1.86%

5.11%
5.32%
5.42%
5.60%

2006
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1 ,283.04
1 ,281 .77
1 ,288.40
1 ,389.48

2,287/97
2,240.46
2,141.97
2,390.26

10,996.04
11,188.84
11,274.49
12,175.30

1.85%
1.90%
1.91%
1.81%

5.61%
5.86%
588%
5.75%

2007
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1 ,425.30
1 ,496.43
1 ,490.81
1 ,494.09

2,444.85
2,552.37
2,609.68
2,701.59

12,470.97
13,214.26
13,488.43
13,502.95

1.84%
1.82%
1.86%
1.91%

5.85%
5.65%
5.15%
4.51%

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,350.19
1,371.65
1,251.94
909.80

2,332.91
2,426.26
2,290.87
1,599,64

12,383.86
12,508.59
11,322.40
8,795.61

2.11%
2.10%
2.29%
2.98%

4.55%
4.05%
3.94%
1.65%

2009
1st Qtr. 809.31 1,485.14 7,774.06 3.00%

[1] Note: this source did not publish the S84P Composite prior to 1988 and the NASDAQ
Composite prior to 1991.

Source: Council of Economic Advisors, Economic Indicators, various issues
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ARIZONA WATER COMPANY
CAPITAL STRUCTURE RATIOS

2006 - 2008

YEAR
COMMON
EQUITY

LONG-TERM
DEBT

NOTES
PAYABLE

2006 $71 ,388,102
59.9%
64.1%

$40,000,000
33.6%
35.9%

$7,800,000
6.5%

2007 $71,015,718
49.7%
64.0%

$40,000,000
28.0%
36.0%

$32,000,000
22.4%

2008 $69,671 ,689
45.8%
48.2%

$75,000,000
49.4%
51 .8%

$7,300,000
4.8%

Source: Response to Staff Data Request 7.1 and 7.07.
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PROXY WATER UTILITIES
COMMON EQUITY RATIOS

COMPANY 2004 2005 2006 2007 2008

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

48%
45%
51%
63%

47%
44%
51%
53%

50%
38%
55%
56%

50%
43%
57%
52%

54%
44%
55%
45%

Average 52% 49% 50% 51% 50%

AUS Utility Reports Group

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

48%
45%
36%
51%
53%
46%
56%
63%
48%

47%
44%
38%
51%
55%
42%
57%
53%
46%

50%
38%
38%
55%
54%
49%
56%
56%
51%

50%
43%
48%
57%
50%
48%
52%
52%
48%

54%
44%
45%
55%
53%
50%
52%
45%
45%

Average 50% 48% 50% 50% 49%

Zepp Water Sample Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc,
Middlesex Water
SJW Corporation

48%
45%
51%
53%
46%
56%

47%
44%
51%
55%
42%
57%

50%
38%
55%
54%
49%
56%

50%
43%
57%
50%
48%
52%

54%
44%
55%
53%
50%
52%

Average 50% 49% 50% 50% 51%

Source: AUS Utilitly Reports.
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PROXY WATER UTILITIES
DIVIDEND YIELD

COMPANY DPS
Februarv - April, 2009

HIGH LOW AVERAGE YIELD

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

$1_00
$0.54
$1.t8
$0.10

$38.79
$21 .50
$46.19
$5.85

$29.76
$16.59
$35.66
$3.67

$3428
$19.05
$40.93
$4.76

2.9%
2.8%
2.9%
2.1 %

Average 2.7%

AUS Utility Reports Group

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

$1.00
$0.54
$0.71
$1.18
$0.89
$0.71
$0.66
$0.10
$0.50

$38.79
$21.50
$16.00
$46.19
$24.76
$17.71
$29.22
$5.85

$14.51

$29.76
$16.59
$12.81
$35.66
$17.131
$11.64
$18.22
$3.67
$9.74

$3428
$19.05
$14.41
$40.93
$21.04
$14.68
$23.72
$4.76

$12.13

2.9%
2.8%
4.9%
2.9%
4.2%
4.9%
2.8%
2.1%
4.2%

Average 3.5%

Zepp Water Sample Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation

$1.00
$0.54
$1.18
$0.89
$0.71
$0.66

$38.79
$21 .50
$46.19
$24.76
$17.71
$29.22

$29.76
$16.59
$35.66
$17.31
$11.64
$18.22

$34.28
$19.05
$40.93
$21 .04
$14_68
$23.72

2.9%
2.8%
2.9%
4.2%
4.9%
2.8%

Average 3.4%

Source: Yahoo! Finance.
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PROXY WATER UTILITIES
RETENTION GROWTH RATES

COMPANY 2004 2005 2006 2007 2008 Average 2009 2010 '12-'t4 Average

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

1.2%
4.8%
2.2%
1.5%

3.3%
5.0%
2.1%
2.2%

2.6%
4.1%
1.1%
2.7%

3.8%
3.2%
1.1%
-1.3%

2.6%
29%
3.9%

2.7%
4.0%
2.1%
1.3%

4.0%
2.5%
4.5%

4.5%
3.0%
4.5%

6.5%
5.0%
6.0%

5.0%
3.5%
5.0%

Average 2.5% 4.5%

AUS utility Reports Group

4.0%
2.5%

4.5%
3.0%

6.5%
5.0%

5.0%
3.5%

2.6%
2.9%
1.4%
3.9%
1.9%
1.9%
4.5%

2.7%
4.0%
2.5%
2.1%
1.3%
1.3%
5.6%
1.3%
2.1%

4.5% 4.5% 6.0% 5.0%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

1.2%
4.8%
2.0%
2.2%
3.1%
0.8%
4.7%
1.5%
2.5%

3.3%
5.0%
2.8%
2.1%
0.4%
0.5%
6.1%
2.2%
3.0%

2.6%
4.1%
4.0%
1.1%
-0.5%
1.5%
9.5%
2.7%
2.4%

3.8%
3.2%
2.4%
1.1%
1.5%
1.8%
3.4%
-1 .3%
1.5% 13%

Average 2.5% 4.5%

Zepp Water Sample Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation

1.2%
4.8%
2.2%
3.1%
0.8%
4.7%

3.3%
5.0%
2.1%
0.4%
0.5%
6.1%

2.6%
4.1%
1.1%
-0.5%
1.5%
9.5%

3.8%
3.2%
1.1%
1.5%
1.8%
3.4%

2.6%
2.9%
3.9%
1.9%
1.9%
45%

2.7%
4.0%
2.1%
1.3%
1.3%
5.6%

4.0%
2.5%
4.5%

4.5%
3.0%
45%

6.5%
5.0%
6.0%

5.0%
3.5%
5.0%

Average 2.8"/> 4.5%

Source: Aus Utility Reports and Value Line Investment Survey.
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PROXY WATER UTILITIES
PER SHARE GROWTH RATES

COMPANY
5-Year Historic Growth Rates

EPS DPS BVPS Average
Est'd '06-'08 to '12-'14 Growth Rates

EPS DPS BVPS Average

Value Line Water Group

American States Water Co.
Aqua America, Inc,
California Water Service Group
Southwest Water Co.

14.7%
5.1%
9.4%

2.6%
7.8%
0.9%
8.5%

5.1%
7.9%
6.1%

7.5%
6.9%
5.5%
8.5%

9.5%
10.0%
9.0%

5.0%
3.5%
2.5%

3.0%
6.5%
3.0%

5.8%
6.7%
4.8%

Average 7.1 % 5.8%

AUS Utility Reports Group

9.5%
10.0%

5.0%
3.5%

3.0%
6.5%

5.8%
6.7%

14.7%
5.1%
5.7%
9.4%
-0.7%
7.9%
3.5%

5.1%
7.9%
5.6%
6.1%
3.2%
6.2%
9.0%

9.0% 2.5% 3.0% 4.8%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company 3.9%

2.6%
7.8%
6.0%
0.9%
1.2%
1.5%
5.8%
8.5%
5.8% 8.6%

7.5%
6.9%
5.8%
5.5%
1.2%
5.2%
6.1%
8.5%
6.1%

Average 5.9% 5.8%

Zepp Water Sample Group

American States Water Co.
Aqua America, Inc,
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation

14.7%
5.1%
9.4%
-0.7%
7.9%
3.5%

2.6%
7.8%
0.9%
1.2%
1.5%
5.8%

5.1%
7.9%
6.1%
3.2%
6.2%
9.0%

7.5%
6.9%
5.5%
1.2%
5.2%
6.1%

9.5%
10.0%
9.0%

5.0%
3.5%
2.5%

3.0%
6.5%
3.0%

5.8%
6.7%
4.8%

Average 5.4% 5.8%

Source: AUS Utility Reports and Value Line Investment Survey.
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PROXY WATER UTILITIES
DCF COST RATES

COMPANY
ADJUSTED

Y1ELD

HISTORIC
RETENTlON

GROWTH

PROSPECTIVE
RETENTION

GROW TH

Hl s To Rrc
PER SHARE

GROW TH

PROSPECTIVE FIRST CALL
PER SHARE EPS

G R o vvr H GROW TH
AVERAGE
GROW TH

DCF
RATES

Value Line Water Group

American States Water Co
Aqua America, Inc
California Water Service Group
Southwest Water Co

3.0%
2.9%
3.0%
2.2%

2.7%
4.0%
2.1%
1.3%

5.0%
3.5%
5.0%

7.5%
6.9%
5.5%
8.5%

5.8%
6.7%
4.8%

4.0%
7.5%
6.3%
5 0 %

5.0%
5.7%
4 7 %
4.9%

8.0%
8.6%
7.7%
7.1%

Mean 2.8% 2.5% 4.5% 7.1% 5.8% 5.7% 5.1% 7.8%

Median 2 9 % 2 4 % 5.0% 7.2% 5.8% 5.7% 5.0% 7.8%

Composite-Mean 5.3% 7.3% 9.8% 8.5% B.5% 7.8%

Composite-Median 5.3% 7 9 % 10.1% 8 8 % 8.6% 7 3 %

AUS Utility Reports Group

5.0%
3.5%

5 8 %
6.7%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp,
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.0%
2.9%
5.1%
3.0%
4.4%
5.0%
2.9%
2.2%
4.3%

2.7%
4.0%
2.5%
2.1%
1.3%
1.3%
5.6%
1.3%
2.1%

5.0%

7 5 %
6 9 %
5 8 %
5.5%
1.2%
5.2%
6.1%
8 5 %
6 1 %

4.8%

4.0%
7.5%
6.0%
6.3%

15.0%
8.0%
10.0%
5.0%
7.0%

5.0%
5.7%
4 8 %
4.7%
5 8 %
4.8%
7.2%
4.9%
5.1%

8.0%
8.6%
9.8%
7.7%

10.2%
9.8%

10.1%
7.1%
9 8 %

Mean 3 6 % 2.5% 4.5% 5.9% 5.8% 7.6% 5 3 % 9.0%

Median 3.0% 2.1% 5.0% 6.1% 5.8% 7.0% 5.0% 9.3%

Composite-Mean 6.2% 8 1 % 9.5% 9.4% 11.8% 9.0%

Composite-Median 5.1% 8.0% 9.1% 8 8 % 10.0% 8.0%

Zepp Water Sample Group

American States Water Co,
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, inc.
Middlesex Water
SJW Corporation

3 0 %
2.9%
3.0%
4.4%
5.0%
2 9 %

2.7%
4.0%
2.1%
1 3 %
1.3%
5.6%

5.0%
3.5%
5.0%

7.5%
6.9%
5.5%
1.2%
5.2%
6.1%

5.8%
6.7%
4 8 %

4.0%
7.5%
6.3%
15.0%
8.0%

10.0%

5.0%
5.7%
4.7%
5.8%
4.8%
7.2%

8.0%
8.6%
7.7%

1 0 2 %
9.8%

104%

Mean 3.5% 2.8% 4.5% 5.4% 5.8% 8.5% 5.6% 9.1%

Median 3.0% 2.4% 5.0% 5.8% 5.8% 7.8% 5 4 % 9.2%

Composite-Mean 6.3% 8.0% 8.9% 9.3% 12.0% 9.1%

Composite-Median 5.4% 8.0% 8.8% 8.8% 10.7% 8.3%

Note; Negative average growth rates excluded from above DCF analyses.



Exhibit (DCP-1 )
Schedule 6

STANDARD & POOR'S 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

Year EPS BVPS ROE
20-YEAR
T-BOND

RISK
PREMIUM

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

$12.33
$14.86
$14.62
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.87
$21.73
$16.29
$19.09
$21 .89
$30.60
$33.96
$36.73
$39.72
$37.71
$48.17
$50.00
$24.69
$27.59
$48.73
$58.55
$69.93
$61.51
$66.17

$79.07
$85.35
$94.27
$102.48
$109.43
$112.46
$116.93
$122.47
$125.20
$126.82
$134.04
$141 .32
$147.26
$153.01
$158.85
$149.74
$180.88
$193.06
$215.51
$237.08
$249.52
$266.40
$290.68
$325.80
$338.37
$321 .72
$367.17
$414.75
$453.06
$504.39
$529.59

15.00%
16.55%
15.06%
14.50%
11.39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.37%
13.24%
16.37%
16.62%
17.11%
16.33%
14.52%
17.29%
16.22%
7.43%
8.36%
14.15%
14.98%
15.12%
17.03%
12.80%

7.90%
8.86%
9.97%
11.55%
13.50%
10.38%
11.74%
11.25%
8.98%
7.92%
8.97%
8.81%
8.19%
8.22%
7.26%
7.17%
6.59%
7.50%
6.18%
6.64%
5.83%
5.57%
6.50%
5.53%
5.59%
4.80%
5.02%
4.59%
4.68%
4.86%

7.10%
7.69%
5.09%
2.95%
-2.11%
1.85%
2.16%
0.55%
2.51%
5.50%
8.28%
7.04%
6.28%
2.23%
5.11%
6.07%
9.78%
9.02%
10.93%
9.69%
8.79%
11.72%
9.72%
1.90%
2.77%
9.35%
9.96%
11.43%
12.35%
7.94%

Average 14.09% 7.69% 6.45%

Sources: Standard 8¢ Poor's Analysts' Handbook and Morningstar 2008 Yearbook.



Exhibit (DCP-1)
Schedule 7

PROXY WATER UTILITIES
CAPM COST RATES

COMPANY
RISK-FREE

RATE BETA
RISK

PREMIUM
CAPM
RATES

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3.82%
3.82%
3.82%
3.82%

0.85
0.75
0.85
1.t5

5.32%
5.32%
5.32%
5.32%

8.3%
7.8%
8.3%
9.9%

Mean 8.6%

Median 8.3%

AUS Utility Reports Group

0.85
0.75

8.3%
7.8%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp,
California Water Service Group
Connecticut Water Service, inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.82%
3.82%
3.82%
3.82%
3.82%
3.82%
3.82%
3.82%
3.82%

0.85
0.80
0.80
1 .00
1 .15
0.60

5.32%
5.32%
5.32%
5.32%
5.32%
5.32%
5.32%
5.32%
5.32%

8.3%
8.1%
8.1%
9.1%
9.9%
7.0%

Mean 8.3%

Median 8.2%

Zepp Water Sample Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation

3.82%
3.82%
3.82%
3.82%
3.82%
3.82%

0.85
0.75
0.85
0.80
0.80
1.00

5.32%
5.32%
5.32%
5.32%
5.32%
5.32%

8.3%
7.8%
8.3%
8.1%
8.1%
9.1%

Mean 8.3%

Median 8.2%

Sources: Value Line Investment Survey, Standard & Poor's Analysts' Handbook, Morningstar
2008 Yearbook.
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Exhibit (DCP-1 )
Schedule 9

STANDARD & POOR'S 500 COMPOSITE
RETURNS AND MARKET-TO-BOOK RATIOS

1992 - 2007

YEAR
RETURN ON

AVERAGE EQUITY
MARKET-TO
BOOK RATIO

1992 12.2% 271%

1993 13.2% 272%

1994 16.4% 246%

1995 16.6% 264%

1996 17.1% 299%

1997 16.3% 354%

1998 14.6% 421%

1999 17.3% 481%

2000 16.2% 453%

2001 7.5% 353%

2002 8.4% 296%

2003 14.2% 278%

2004 15.0% 291%

2005 16.1% 278%

2006 17.0% 277%

2007 12.8% 284%

Averages:

1992-2001 14.7% 341%

2002-2007 13.9% 284%

Source: Standard & Poor's Analyst's Handbook, 2008 edition, page 1.



Exhibit (DCP-1)
Schedule 10
Page 1 of 2

RISK INDICATORS

GROUP
VALUE LINE

SAFETY
VALUE LINE

BETA
VALUE LINE

FIN STR
S& P

STKRANK

S & P's 500
Composite 2.7 1.05 B++ B+

Value Line Water Group 3.3 0.90 B+ B+/A-

2.8 0.85 B+ B+/A-AUS Utility Reports Group

ZeppWater Sample Group 2.7 0.84 B+/B++

Sources: Value Line Investment Survey, Standard 8< Poor's Stock Guide.

Definitions:

Safety rankings are in a range of 1 to 5, with 1 representing the highest safety or lowest risk.

Beta reflects the variability of a particular stock, relative to the market as a whole. A stock with
a beta of 1.0 moves in concert with the market, a stock with a beta below 1.0 is less variable
than the market, and a stock with a beta above 1.0 is more variable than the market.

Financial strengths range from C to A++, with the latter representing the highest level.

Common stock rankings range from D to A+, with the later representing the highest level.



Exhibit (DCP-1 )
Schedule 10
Page 2 of 2

RISK INDICATORS

COMPANY
VALUE LINE

SAFETY
VALUE LINE

BETA

VALUE LINE
FINANCIAL
STRENGTH

as. P
STOCK

RANKING

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3
3
3
4

0.85
0.75
0.85
1.15

B++
B+

B++
C++

3.67
3.33
3.67
2.67

B+
A
B+
B+

Average 3.3 0.90 B+ 3.34 B+/A-

AUS utility Reports Group

3
3

0,85
075

B++
B+

3.67
3.33

B+
A

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, inc.
Middlesex Water
SJW Corporation
Southwest Water Co,
York Water Company

3
2
2
3
4
2

0.85
0 8 0
0.80
1.00
1.15
0.60

B++
B++
B+
B+

C++
B+

3.67
3.67
3.33
3.33
2.67
3.33

B+
A-
A-

A
B+
A

Average 2.8 0.85 B+ 3.38 B+/A-

Zepp Water Sample Group

American States Water Co.
Aqua America, inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation

3
3
3
2
2
3

0.85
0.75
0.85
0.80
0.80
1.00

B++
B+

B++
B++
B+
B+

3.67
3.33
3.67
3.67
3.33
3.33

B+
A
B+
A-
A_

A

Average 2.7 0.84 B+/B++ 3.50

Sources: Standard & Poor's Stock Guide and Value Line Investment Survey.



Exhibit (DCP-1)
Schedule 11

ARIZONA WATER COMPANY
RATING AGENCY RATIOS

ITEM PERCENT
COST
RATE

WEIGHTED
COST

PRE-TAX
COST

Short-Term Debt 4.80% 3.00% 0.14% 0.'I4%

Long-Term Debt 49.35% 6.83% 3.37% 3.37%

Common Equity 45.85% 10.00% 4.58% 7.64% (1)

TOTAL CAPITAL 100.00% 8.10% 11.16%

(1) Post-tax weighted cost divided by .60 (composite tax factor)

Pre-tax coverage 11.16%/(0.14% + 3.37%)
3.17 x

Standard 8< Poor's Utility Benchmark Ratios:

A BBB

Pre-tax coverage (X)
Business Position:

3 2.8x - 3.4x 1.8x - 2.8x

Total Debt to Total Capital (%)
Business Position

3 50% - 55% 55% - 65%

Note: Standard 8< Poor's no longer employs the pre-tax coverage
ratios as one of its qualitative ratings criteria. The above-cited

S8<P benchmark ratios reflect the 1999 criteria reported by S8¢P.
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Direct Testimony of Katlin Stukov
Docket No. W-01445A-08-0440
Page 1

1 INTRODUCTION

2 Q- Please state your name, place of employment and job title.

3

4

5

My name is Katlin Stukov. My place of employment is the Arizona Corporation

Commission ("Commission"), Utilities Division, 1200 West Washington Street, Phoenix,

AriZona 85007. My job title is Utilities Engineer.

6

7 Q- How long have you been employed by the Commission?

8 I have been employed by the Commission since June 2006.

9

10 Q, Please list your duties and responsibilities.

11

12

13

14

As a Utilities Engineer, specializing in water and wastewater engineering, I inspect and

evaluate water and wastewater systems, obtain data, prepare reports, suggest corrective

action, provide technical recommendations on water and wastewater system deficiencies,

and provide written and oral testimony on rate and other cases before the Commission.

15

16 Q- How many cases have you analyzed for the Utilities Division?

17 I have analyzed approximately 40 cases covering various responsibilities for the Utilities

18 Division.

19

20 Q- What is your educational background?

21

22

I graduated from the Moscow University of Civil Engineering with a Bachelor of Science

degree in Civil Engineering with a concentration in water and wastewater systems.

24 Q- Briefly describe your pertinent work experience.

25

23

26

A.

A.

A.

A.

A.

A. Prior to my employment with the Commission, I was a design review environmental

engineer with the Arizona Department of Environmental Quality ("ADEQ") for twenty



Direct Testimony of Katlin Stukov
Docket No. W-01445A-08-0440
Page 2

1

2

3

4

years. My responsibilities with ADEQ included review of projects for the construction of

water and wastewater facilities. Prior to that, I worked as a civil engineer in several

engineering and consulting firms, including Bechtel, Inc. and Brown & Root, Inc., in

Houston, Texas.

5

6 PURPOSE OF TESTIMONY

7 Q.

8

Were you assigned to provide the Utilities Division Staff's ("StafP') engineering

analysis and recommendations for this Arizona Water Company ("AWC" or

9 "Company") rate case proceeding?

10

11

Yes. I reviewed the Company's application and responses to data requests, and I visited

AWC water systems. This testimony and its attachment present Staffs engineering

12 evaluation.

13

14 ENGINEERING REPORT

15 Q- Please describe the attached Engineering Report, Exhibit KS.

16

17

18

19

20

Exhibit KS presents AWC water systems' details and Staffs analysis and findings, and is

attached to this direct testimony. Exhibit KS contains the following major topics: (1) a

description and analysis of each water system, (2) water use, (3) growth, (4) compliance

with the rules of the ADEQ and Arizona Department of Water Resources, (5) depreciation

rates and (6) Staff" s conclusions and recommendations.

21

22 Q- Please summarize Staffs engineering conclusions and recommendations.

23 Such a summary is provided at the front of Exhibit KS.

24

25 Q- Does this conclude your direct testimony?

26

A.

A.

A.

A. Yes, it does.



Exhibit KS

Engineering Report For
Arizona Water Company
Docket No. w-01445A-08-0440 (RATES)
By: Katlin Stukov
Utilities Engineer
March 19, 2008

SUMMARY

CONCLUSIONS

The Arizona Department of Environmental Quality ("ADEQ") or its formally delegated
agent, the Maricopa County Environmental Services Department ("MCESD"), has reported
that except for the Lakeside system, all other Arizona Water Company community water
systems have no deficiencies and these systems are currently delivering water that meets
water quality standards required by Arizona Administrative Code, Title 18, and Chapter 4.

The Forest Towne water system is not a community system and is not subject to ADEQ or
Arizona Department of Water Resources ("ADWR") Compliance monitoring.

Eight of the Company's systems have a water loss above the recommended threshold
amount of 10 percent. By system, the water loss is as follows: Pinetop Lakes, 15.4 percent,
Pinewood, 26 percent, Rimrock, ll percent; Superior,18.4 percent, Winkelman, 12 percent,
San Manuel, 10.7 percent, Bisbee,16 percent, and Tien'a Grande, 12.6 percent.

All Arizona Water Company ("AWC" or "Company") water systems have adequate
storage capacities to serve their respective present customer base and a reasonable level of
growth.

Except for the Valley Vista system, all other AWC water systems have adequate
production capacities to serve their respective present customer base and a reasonable level
of growth.

ADWR has determined that, except for Superior and Oracle, the Company's other water
systems are in compliance with ADWR requirements governing community water systems.

ADWR has determined that Management Plans filed for Superior and Oracle systems are
not in compliance with ADWR requirements with regard to potential Lost and
Unaccounted for Water ("L&U") violations,

2.

4.

3.

7.

5.

6.

8.

1.

The Company has approved curtailment plan and a backflow prevention tariffs.



RECQMMENDATIQNS

1. Staff recommends that any permanent rates and charges in this matter shall not become
effective until the first day of the month after the Company files with Docket Control, as a
compliance item in this docket, ADEQ documentation reporting that there are no
compliance deficiencies for the Company's Lakeside system, Public Water System ("PWS")
# 09-003, and the system is delivering water that meets the water quality standards required
by Arizona Administrative Code, Title 18, Chapter 4.

2. Eight of the Company's systems (Pinetop Lakes, Pinewood, Rimrock, Superior,
Winkelman, San Manuel, Bisbee and Tierra Grande) have a water loss above the
recommended threshold amount of 10 percent. Staff recommends that the Company
evaluate these water systems and prepare a report for corrective measures demonstrating
how the Company will reduce water losses to less than 10 percent. Water loss shall be
reduced to less than 10 percent by December 31, 2010. If the Company finds that reduction
of water loss to less than 10 percent is not cost-effective, the Company shall submit a
detailed cost analysis and explanation demonstrating why the water loss reduction to less
than 10 percent is not cost effective. In no case shall water loss be allowed to remain above
15 percent. The Company shall file the corrective measures or cost effectiveness report with
Docket Control, as a compliance item in this docket, by June 30, 201 l.

3. Staff recommends that the Company file as a compliance item in this docket, no later than
December 31, 2010, the documentation issued by ADWR indicating that the Company's
Superior and Oracle systems Management Plans have met ADWR requirements.

4. Staff recommends that the Company file with Docket Control, as a compliance item in this
docket, copies of the Approval of Construction issued by ADEQ for the proposed Arsenic
Treatment Plant for the Valley Vista water systeln's well #55-212110 by May 31, 2010.

5. Staff recommends that the Company's reported annual water testing expense of $65,459
(which excludes the MAP expense of $66,992) be accepted for this proceeding.

Staff recommends the adoption of the previously approved depreciation rates developed by
the Company in this company-wide rate case, as presented in Table A.

7. Staff recommends the acceptance of the Company's requested service line and meter
installation charges, as delineated in Table B.

6.

8. Staff recommends that in case any of the Company's water systems should be consolidated
for purpose of rate making and accounting, AWC be required to continue reporting the
information, including, but not limited to Water Use and Plant Description Data, separately
for each of its individual systems by PWS, as defined by ADEQ, in future Annual Reports
and rate filings.
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Northern Group Eastern Group Western Group

Lakeside Apache Junction Tierra Grande
Pinetop Lakes Superior Casa Grande

Gvergaard Miami pCoolidge
Forest Towne Winkelman Stanfield

Sedona San Manuel Ajo
Valley Vista Oracle White Tank
Pinewood Sierra Vista
Rimrock Bisbee

EXHIBIT KS
Page 1 of 92

1. GENERAL INTRODUCTION AND LOCATION OF COMPANY

On August 22, 2008, Arizona Water Company ("AWC" or "Company") filed an
application with the Arizona Corporation Commission ("ACC" or "Commission") for a rate
increase for its three operating groups (Norther, Easter and Western) comprising 17 "systems"
(by billing tariff). AWC supplies water to approximately 84,000 connections in eight Arizona
counties] under 22 independent water systems (by PWS), each having its own water production,
storage and distribution facilities. A listing of these systems is tabulated below:

Each respective water system was visited by Katlin Stukov, Staff Utilities Engineer,
accompanied by Company representatives Fred Schneider, Joseph Harris, Joel Reeker, and
system operation managers.

no

Map I shows the location of each of the Company's 17 water systems within Arizona and
delineates the approximately 440,479 acres of AWC existing certificated area. Each system is

med after the community where the system is located.

1 Navajo, Yavapai, Coconino, Gila, Pinal, Cochise, Pima, and Maricopa
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Map I
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PWS HD# 09-003 09-018 09-004 09-002 03-003 13-114 03-002 13-046

ADEQ
compliant

110 yes yes n/a yes yes yes yes

ADWR
Compliant?

yes yes yes n/a yes yes yes yes

AMA n/a n/a n/a Ma n/a n/a n/a n/a

Number of
Connections
at the end of
the test year

4,015 976 4,212 6 5,702 735 2,895 1,261

Is a
production

capacity
adequate?

yes yes yes yes yes no yes yes

Is a storage
capacity

adequate?

yes yes yes yes yes yes yes yes

Water Loss 5.8 % 15.4% 6.9 % 5.7 % 7.6 % 4.5 % 26 % 11%

MAP fee no yes yes no no yes yes yes

Number of
Arsenic

Treatment
Plants

none none none none 2 4 none 6

Date of
site visit

10/22/08 10/22/08 10/21&
10/23/08

10/21/08 11/5 &
] 1/6/08

11/5/08 11/4/08 11/4/08

Pinewood Rimrock

Lakeside Pinetop
Lakes

Overgaard Forest
4Towne

Sedona Valley
Vista

Lélesile
(partially

consolidated)

6vergaar3
(partially

consolidated)

Sedona
(partially

consolidated)

EXHIBIT KS
Page 3 of 92

11. NORTHERN GROUP

SUMMARY

The Northern Group consists of eight independent water systems. These systems are not
physically interconnected. Statistical information for these systems is tabulated below:

I
I
I
I
I
I

(AWC proposed consohdation)2
I
I
I
I
I
I

(AWC pro>posed consoI1dation)3
I
I
I
I
I
I
I

2 For location information see Map II-a.
3 For location information see Map II-b.
4 This water system serves less than 15 connections and is not regulated by ADEQ or ADWR.
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Map II-a

Forest
Towne

*,,,.,~..

12.15
-Miles

Dvergaard

*H ."a=*31.3?
Miles" "~..

'M
Show Low

Navajo County

Lakeside

. I

2.11
*Miles

<5

Pinetop
Lakes .



EXHIBIT KS
Page 5 of 92
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water
Treatment
System

Sandy 40
Well # 2

55-
616612

15 65 301 12 2 1970 Chlorination
System

Nate
Well #7

55-
579779

200 490 1,020 18 4 2000 Chlorination
System

Moonridge
Well # 5

55-
504286

150 360 1,115 20 4 1983 Chlorination
System

Lower Woodland
Well # 6

55-
560979

175 490 1 ,000 18 8 1997 Chlorination
System

Larson
Well #4

55-
616614

50 145 750 8 4 1982 Chlorination
System

Well # 1
(not in service)

55-
616581

50 1,045 10 1981 n/a

Total 1,550

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

12,000 1 2,600 1 5 3

40,000 1 5,000 1 10 4
100,000 1 15 l
350,000 2 20 1
500,000 2

Total 1,852,000

EXHIBIT KS
Page 6 of 92

1. Lakeside PWS # 09-003

A. LOCATION AND DESCRIPTION OF THE SYSTEM

The Lakeside system is located in the Pinetop-Lakeside area approximately 8 miles south
of Show Low in Navajo County. Major plant in service includes 5 active wells, 7 storage tanks,
pumping facilities and a distribution system serving approximately 4,015 connections. A
breakdown of the plant facilities is tabulated below:

Wells

5 Per Company's responses number KS 2-3, KS 2-4, KS 5-1, KS 5-2 and Staff's site visits (this footnote applies to
all remaining water systems in this report)



Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 41,683 5/8x3/4 3,842 221
4 112,904 1 82
6 225,462 2 35
8 69,236 Comp.3 l

10 350 Comp.4 l
12 7,885
16 80
20 80 Total 3,960

267
-

159

147

230 231

174

165

EXHIBIT KS
Page 7 of 92

B. WATER USE

Water Sold

The Figure below represents  the water  consumpt ion da ta  for  the tes t  year  ending
December  31,  2007,  provided by the Company in i t s  wa ter  use da ta  sheets . Customer
consumption included a high monthly water use of 299 gallons per day ("GPD") per connection
in July, and the low water use was Ill GPD per connection in March. The average annual use
was 180 GPD per connection.

150

Jan07 Feb May Jun Jul

Months

Nov

5 Per Compunyls response number KS 5-4 (thls footnote applies to all remaining v\ aler systems in this repo .
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Non-account Water

Non-account water should be 10 percent or less. It is important to be able to reconcile the
difference between water sold and the water produced by the source. A water balance will allow
a company to identify water and revenue losses due to leakage, theft and flushing.

The Company reported 292,851,000 gallons pumped, 262,576,700 gallons sold and
13,284,000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of
5.8 percent. This percentage is within the acceptable limit of 10 percent.

c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Lakeside system's source capacity of 1,550 gallons per minute ("GPM") and storage capacity of
1,852,000 gallons is adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company8 it is projected that this system could
have over 4,500 connections by 2012. The Figure below depicts actual growth from 2003 to
2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.

aPer Company's response number KS 5-4b, non-revenue water use includes flushing of water lines, hydrants, tank
draining & cleaning, overflow, fire department use (this footnote applies to dl remaining water systems in this
report).
8 Response number KS 2-6 (this footnote applies to all remaining water systems in this report).
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water
Treatment
System

Well #1 55-
616643

25 210 8 3 1970 Chlorination
System

170

Well #2 55-
506761

125 395 1,230 20 4 1984 Chlorination
System

Total 565

Storage Tanks Pressure Tanks Booster Pumps
Capacity
(gallons)

Quantity Capacity
(gallons)

Quantity Capacity
(HP)

Quantity

310,000 1 5,000 ] 10 2
1,000,000 1 7,500 1 15 1

20 1
25 2

Total 1,310,000 75 1

EXHIBIT KS
Page 10 of 92

2. Pinetop Lakes PWS# 09-018

A. LOCATION AND DESCRIPTION OF TIIE SYSTEM

The Pinetop Lakes system is located in Pinetop-Lakeside in Navajo County. The
Company's Pinetop Lakes and Lakeside distribution systems are approximately 3 miles apart
(straight-line distance) and there are Certificate of Convenience and Necessity ("CC&N") voids
between the two systems. At this time these systems are not physically interconnected.

The Pinetop Lakes system's major plant in service includes 2 wells, 2 storage tanks,
pumping facilities and a distribution system serving approximately 976 connections. A
breakdown of the plant facilities is tabulated below:

Wells



Mains Customer Meters Fire I-Iydrants

Size (inches) Length (feet) Size (inches) Quantity Quantity

3 28,800 5/8x3/4 1,015
6 33,600 1 1
8 4,800 2 9
12 8,800 Comp.3 1

Comp.4 1
Total 1,027

165

137

182181

128

97

to80
70

W
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141

B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year, provided by the
Company in its water use data sheet. Customer consumption included a high monthly water use
of 346 GPD per connection in July, and the low water use was 70 GPD per connection in March.
The average annual use was 169 GPD per connection.

8

J8n'07 Feb Apr May Jun Jul

Menthe

Nov
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Non-account Water

The Company reported 74,291,000 gallons pumped, 59,972,500 gallons sold and
2,904,900 gallons of authorized non-revenue uses for the test year, resulting in a water loss of
15.4 percent, which exceeds the recommended threshold amount of 10 percent.

Staff recommends that the Company continue to record and monitor monthly water
losses, repair any leak as soon as it is discovered and implement a defective plant replacement
program as a long term solution. Staff recommends that the Company evaluate its water system
and prepare a report for corrective measures demonstrating how the Company will reduce its
water loss to less than l() percent. If the Company finds that reduction of water loss to less than
10 percent is not cost-effective, the Company shall submit a detailed cost analysis and
explanation demonstrating why the water loss reduction to less than 10 percent is not cost
effective. The water loss should not be allowed to remain above 15 percent.

C. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Pinetop Lakes system's source capacity of 565 GPM and storage capacity of 1,310,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 1,200 connections by 2012. Figure below depicts actual growth from 2003
to 2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.



..-.._.-......*....-~---

927

1 976..--"

*9@8'

819

14363

EXHIBIT KS
Page 13 of 92

1 .200

1,1o0
2

5

~8 .000

900

800

03 04 05 06 07 Years GB 09 10 11 12



AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water
Treatment
System

60060 6 1960 Chlorination
System

225Well # 1
Townsite

55-
616639

Well # 3
Zane Grey

55-
616641

40 120 700 12 3 1960 Chlorination
System

Well # 2
Pine

Meadows

55-
616640

75 290 600 16 3 1966 Chlorination
System

Well # 4
Holiday
Forest

55-
616642

60 230 609 10 4 1971 Chlorination
System

Well # 5
Mogolon

55-
579785

100 410 810 16 4 2000 Chlorination
System

Total 1,110

Storage Tanks Pressure Tanks Booster Pumps
Capacity
(gallons)

Quantity Capacity
(gallons)

Quantity Capacity
(HP)

Quantity

¢- *-

2 3 125,000 1 120
100,000 2 220 2 5 1
250,000 1 250 1 10 2

315,000 1
1,000,000 1

Total 1,790,000

EXHIBIT KS
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3. Overgaard PWS #09-004

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Overgaard area, which is approximately 30 miles west of Show
Low in Navajo County.

Major plant in service includes 5 wells, 6 storage tanks, pumping facilities and a
distribution system serving approximately 4,212 connections. A breakdown of the plant
facilities is tabulated below:

Wells



Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 10,565 5/8x3/4 4,132 344
4 119,686 1 14
6 246,049 2 18

8 116802 Comp.6 1
14 260

Total 4,165

222

144

ltd

103

68

89

78

65

49
42
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year, provided by the
Company in its water use data sheet. Customer consumption included a high monthly water use
of 222 GPD per connection in July, and the low water use was 42 GPD per connection in March.
The average annual use was 101 GPD per connection.

180

5 120

8
39 we

JanD7 Feb Jun Jul

Months

Aug Sep



I14919

OBSM
r

13,919l

765

I' d,636
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Non-account Water

The Company reported 175,868,000 gallons pumped, 152,540,700 gallons sold and
11,225,000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of
6.9 percent. This percentage is within the acceptable limit of 10 percent.

c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Overgaard system's source capacity of ],l 10 GPM and storage capacity of 1,790,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have over 4.900 connections by 2012. The Figure below depicts actual growth from 2003 to
2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.

5.000

4.800

4.600

£2
8.400

`<?n.200

4.000

3.800

3.600

03 04 05 06 07 Years 08 09 10 11 12



AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water
Treatment

S y stem

Well # 1
Forest
Towne

55-
616610

1 .5 7 460 10 1 unknown Chlorination
System

Storage Tank Pressure Tank Booster Pumps
Capacity
(gallons)

Quantity Capacity
(gallons)

Quantity Capacity
(HP)

Quantity

1 22,500 119

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

6 64,043 5/8x3/4

EXHIBIT KS
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4. Forest Towne PWS #09-002

A. LOCATION AND DESCRIPTION GF THE SYSTEM

The Forest Towne water system serves the Forest Towne area, approximately 15 miles
west of Snowflake in Navajo County. The Company's Forest Towne and Overgaard distribution
systems are approximately 12 miles apart (straight-line distance) and are not physically
interconnected.

Major plant in service includes 1 well, 1 storage tank, pumping facilities and a
distribution system. This system serves less than 15 connections and is not a community system.

A breakdown of the plant facilities is tabulated below:

Well

B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 166 GPD per connection in February, and the



---
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low water use was 74 GPD per connection in December. The average annual use was 108 GPD
per connection.

170

110

Jan 07 Feb May Jun Jut

Months

Aug

Non-account Water

The Company reported 236,000 gallons pumped and 222,600 gallons sold for the test
year, resulting in a water loss of 5.7 percent. This percentage is within the acceptable limit of 10
percent.

C. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Forest Towne system's source capacity of 7 GPM and storage capacity of 2,500 gallons is
adequate to serve the present customer base and reasonable growth.



AWC
Well
ID

ADWR
Well
ID

Pump
<Hp)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

#10 55-
566709

100 380 1010 16 4 1998 Arsenic Treatment
(Broken Arrow)

Chlorination System
#7 55-

616661
125 480 700 10 4 Arsenic Treatment

(Williams)
Chlorination System

#6 55-
616662

60 235 8 3 1949 Future Arsenic Treatment
Chlorination System

#2 55-
616656

100 510 320 6 4 1960 Chlorination System

#4 55-
616658

25 60 750 8 2 1955 Chlorination System

#8 55-
616663

250 800 791 16 6 1975 Chlorination System

#9 55-
506794

150 560 505 16 6 1983 Filtration System
Chlorination System

#5 55-
616659

60 155 684 6 1.5 1962 Chlorination System

#12 55-
204279

250 500 897 16 6 2004 Chlorination System

#11
Inactive

55-
590241

1485 16 2002

Inactive 55-
516201

613 8 1989

Inactive 55-
616660

1959

Total 3,680

EXHIBIT KS
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5. Sedona PWS#03-003

A. LOCAT10N AND DESCRIPTION OF THE SYSTEM

This system serves the Sedona area in Yavapai and Coconino Counties. Major plant in
service includes 9 active wells, 2 arsenic treatment plants, 7 storage tanks, pumping facilities and
a distribution system serving approximately 5,702 connections. A breakdown of the plant
facilities is tabulated below:

Wells

9 Plant not yet constructed during Staff's site visit



Well ID Name Maximum
Capacity
(GPM)

Manufacturer/
Vendor

Ownership Site
Preparation
Completed

Plant Placed
in Operation

Well#10 Broken
Arrow

Basin Lease March,
2006

November,
2006

500

We1l#7 Williams 85() Layne AWC
Owned

March,
2008

April,
2008

Capacity (gallons) Quantity
100,000 2
l02,8()() 1
300,000 1
700,000 1

1 ,000,000 2
Total 3,302,800

Capacity (HP) Quantity
5 5

7.5 3

10 4
20 3

25 3

75 3

Capacity (gallons) Quantity
12,200

6,000 1

Capacity (gallons) Quantity
1,000 2
1,500 1
2,000 2
5,000 2

Size (inches) Length (feet)
2 80,888
3 21,312
4 162,439
6 253,623
8 94,140

12 16,657
16 1,845

Size (inches) Quantity
5/8x3/4 4,959

1 571
2 138

Comp.3 4
Comp.4 6
Comp.6 1
Turbo 6 1

Total 5,680

Quantity 150

EXHIBIT KS
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Arsenic Treatment Plants

Storage Tanks Booster Pumps

Filters Tanks Pressure Tanks

Customer Meters Mains

Fire Hydrants
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Arizona Water Company - Superstition System (Apache Junctlon and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
Superstition

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION [AI [Bl [Cl LDS

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Faction
Revenue
Unoollecible Factor (Line 11)
Revenues (LI - LE)
Combined Federal and State Tax Rate (Line 17) + Property Tax Faclor (Line 22)
Subtotal (LE - L4)
Revenue Conversion Factor (L1 I Ls)

100.0000%
0.0000%

100.0000%
39.8312%
60. 1688%

1 .661990945

7
8
g

1 0
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Favor (LE ' L10 )

100.0000%
38.5989%
61 .4011 %

0.0000%
0

1 2
1 3
1 4
1 5
1 6
1 7

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320%
3s.0000%
0.3163088
38.5989%

1 8
1 9
2 0
21
2 2
2 3

100.0000%
38.5989%
61 .4011%

2.0070%
0.012323205

Calculation of Effective Properly Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined lnoome Tax Rate (L18 - L19)
Property Tax Favor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.8312%

24
25
26

$
$

3,467,805
1,992,449

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating Income (L24 - L25) $ 1 ,475,356

27
28
29

$
$

1,221,857
294,407

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 L28l $ 927,460

s 14,391 ,933
0.0000%

3 0
31
3 2
3 3
3 4

$
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uneolledible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp (L32 - L33) s

35
36
37

$
$

768,114
718,902

Properly Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
lncreasee in Property Tax Due to Increase in Revenue (All-12, L22) $ 49,212

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 2,452,029

Test Year

$
$
$
$

11 ,939,904
9,653.049
1 ,524, 122

762,734
6.9680%

$ 2,452,029

STAFF
Recommended

$ 14.391 ,933
$ 9,702,261
$ 1 ,524,122
$ 3,165,550

6.9680%
220,575

$
$

709,586
53,147

$
$

2,944,974

3 9
4 0
41
4 2
4 3
4 4
4 5
4 6
4 7
4 8
4 9
5 0
51
5 2

$ 241,259 $ 1,001,291

Calculation of Income Tax:

Revenue (Schedule All-3, Col.[C], Line 4 & Sch. All-1, Col [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37- L3B)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - Las)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 .. $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

241,259
294,407

$
$

1,001,291
1.221.867

53 Applicable Federal Income Tax Rate [Col. (D). L42 . Col. (B). L42] l [Col. (c). L36 . Col. IA) L36] 34,00%

54
55
5G

$
Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col [D])
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 x L46) $

42,812,403
3.56%

1,524,122



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

schedule All-3
Superstition

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] [E]

LINE
no. DESCRIPTION

(Al
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ $ $ 2,452,029 $
REVENUES;

Metered Revenues
Miscellaneous

Total Operating Revenues $

11,223,738
716,166

11,939,904 $ $

11,223,738
716,166

11,939,904 s 2,452,029 $

13,675,767
716,168

14,391 ,933

$ 1,019,696
48,540

$ $ 1,019,696
48,540

$ $ 1,019,696
48,540

1 ,170,704 1,170,704 1,110,704

(138,088)

OPERA TING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer .Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

307,004
389,035

1,339,695
945,427

5.489
1,591,413
6,817,003 $ (138,0B829) $

307,004
389,035

1 ,201 ,607
945,427

5.489
1 ,591 ,413
6,678,915 $ $

307,004
3B9,035

1 ,201 ,607
945,427

5,489
1,591 ,413
6,678,915

Depreciation and Amortization Expenses 2,169,209 2,118,089 2,118,069

Taxes

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

117,712
25,931

(96,460)

760,032
167,428
49,212

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

123,547
27,218

815,362
137,164

1 _103,289
10,089,501
1 ,850,403

$
$
s

47, 1 as
(90,905)
90,905

$
$
$

241,259
53,147

718,902
137,164

1.150.472
9,947,455
1 ,992,449

s 976,872
$ 976,672
$ 1 _475_356

$
$
$

1,001,291
220,576
768,114
137,164

2,127,145
10,924,128
3,467,805

References:
Column [A]; Company Schedule C-1 Pg. 3 of 11
Column (B]: Schedule All-4
Column [C]: Column [A] + Column [B]
Column (D]: Schedules All-1 and All~2
Column [E]: Column [C] + Column [D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4
5
s
7
B

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
Genera!8. Administrative
Depredation Expenses
Income Taxes
Property Taxes

Schedule All-5
Schedule All-6
Schedule All-7
Schedule All-B
Schedule All-9
Schedule All-10
Schedule AlI~11
Schedule All-12

Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-0a-04,0
Test Year December 31, 2007

Schedule All-4
Superstition

SUMMARV OF OPERATING INCOME STATEMENT ADJUSTMENTS _ TEST YEAR

[Al kG\ IH] m [J]

LINE
no. DESCRIPTION

COMPANY
AS FILED

IB]
Water

Trea\men\
ADJ #1

IC]
Tank

Marnienance
ADJ#2

[D]
Depreciation

Expense
ADJ #3

[El
Income
Taxes

ADJ #4

[Fl
Fvonerfy
Taxes

ADJ #5 ADJ #6 ADJ#7 ADJ #8
STAFF

ADJUSTED

Operating Ra venues:
Residential
Commercial
Industrial
Private Flee Service
Other Water Revenues

Total Water Revenues

s s s s s s s s s

s

8708170
2.125918

35.010
8.293

348347
11.223_738 s s s s s s s s

$ 870B170
2,125,918

35010
8,293

348347
s 11.223738

Miscellaneous
Total Operating Revenues s

716,155
11939904 $ s s s s s s s

716,166
s 11,939,904

s 1019,695
48540

s s s s s s s s s 1.019,696
45540

1.170704 117070U

307.004
389,035

1339595
945.427

5-:BQ
1.591.413
8817003

(138,088)

OPERA TAG EXPENSES:
Source of Supply Expenses

PurchasedWater
Other

Pumping Expenses
PurchasedPower
Purchased GAS
Other

Water TreatmentExpenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and Genera! Expenses

Total Operation and Maintenance Expense s s s s s (138088] s s s s s

307004
389,035

1.201 507
945,427

5489
1,5911413
5578915

Depreciation and Amortization Expenses 2189.209 <51 140) 2.118.069

117712
25931

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

(96460)

s

123 547
27,215

815,352
137,164

1,103,289 s 5 s s s $ $ 143.644 s (945,460) s

241.259
53147

718902
137.154

1150472

1
2
3
4
5
a
7
8
g

1 0
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
31
3 2
3 3
3 4
3 5
3 6
3 7

Total Operating Expenses
Operating Income {Income)

$
s

10,089,501
1 850,403

s
s

s
s

s
s

s
s

(276177)
276, 177

s
$

s (51,140)
s 51,140

$ 143,644
$(143,644)

s
s

(96,460)
96,460

s
$

9947,455

1 l§5'92.'!49



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5

Superstition

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

LINE
no.

1
2
3

[B]
STAFF

ADJUSTMENTS
$

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED
$ 1,019,696

48,540
1,068,236$ $ $

[C]
STAFF

RECOMMENDED
$ 1,019,696

48,540
1,068,236

References:
Col [A]: Company Schedeule C-1 Page 3
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule AILS

Superstition

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

UNE
n o .

1
2
3
4

[A]
COMPANY
PROPOSED
$ 1,170,704

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
as 1,170,704

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

307,004
1,477,708 $ $

307,004
1 ,477,708

References:
Col [A]: Company Schedeule C-1 Page 3
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Superstition

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 389,035

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 389,035

Acct.
M
640
641
642

Operations Ledger
Water Treatment - Operations & Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor 8t Expense

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

21,999 $
35,181
63,860

Staff
Recommended
$ 21,999

35,181
63,860

LINE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

650
651
652

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mains Struct 8< Improver
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-4, JMR-7 gt JMR-14
Total

8.842 8,842

$

109,502
149,651
389,035 $ $

109,502
149,651
389,035

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Col. [A] + Col, [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Superstition

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION AND DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED
$ 1,339,695

[Bl
STAFF

ADJUSTMENTS
$ (138,088)

[C]
STAFF

RECOMMENDED
$ 1,201 ,607

Normalization of Three Year Actual Tank Maintananace Expense
Year

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

$

Expense
227,332
54,227

165,075
446,634

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

148,878
175,554
(26,676)

Normalization of Transmission and Distribution Expenses for Account Nos. 663 8t 673
Year Account

Transmission & Distribution Expense
Transmission & Distribution Expense
Transmission & Distribution Expense
Total

Meters
Meters
Meters

2005
2006
2007

663
663
663

$
Expense

243,822
221 ,330
253,037
718, 190

Normalized over 3 years
Company Proposed
Staff Adjsutment

239,397
253,037
(13,640)

Transmission & Distribution Expense - Meters
Transmission & Distribution Expense - Meters
Transmission & Distribution Expense - Meters
Total

2005
2006
2007

673
673
673

$
$
$
$

94,811
130,608
259,368
484,787

LINE
n o.

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

Normalized over 3 years
Company Proposed
Staff Adjsutment

$
$
$

161,596
259,368
(97,772)

Total Staff Adjustments (L14 + L26 +L35) $ (138,088)

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Superstition

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED

$ 1,591 ,413

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ 1,591 ,413

References:
Col [A]: Company Schedeule C-1 Page 3
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Superstition

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION EXPENSE

LINE

NO.
1

DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 2,169,209

[B]
STAFF

ADJUSTMENTS
$ <51 ,140)

[C]
STAFF

RECOMMENDED
s 2,118,069

OPERATING INCOME ADJUSTMENT # . DEPRECIATION EXPENSE

[A]

Line
No.

ACCT
no. DESCRIPTION

PLANT IN SERVICE
BALANCE

[Bl
STAFF

DEPR. PLANT
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

Plant In Service
301 Organization Cost
302 Franchise Cost

$ 162
5.644
6.749

352,950
63,210

$ 162
5,644
6,749

362,960
63,210

0.00% s
0.00% $
0,00%
0.00%
0.00%

4,301 ,561
14,187

147,562
7,457,449

4,301,561
14,187

147,562
7,457,449

134,639

4,220
438,498

446
198,335

303
310
310
310
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390
390
391
393
394
395
396
397
398

17,821
6,864,858

185,773
4,453,351

47,182,264
570,481

11,514.584
1,716,039
3,292,465

47,015
749,765

1,140,045
1,456,068

5,9a7
346,377

66,729
36,279

650,034
50,120

17,821
6,864,858

185,773
4,453,351

47,182,264
570,481

1 1 ,514,584
1,716,039
3,292,465

47,015
749,765

1,140,045
1,456,068

5.987
346,377

66,729
36,279

650,034
50,120

3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%
6.67%
6.87%
5.00%
4.00%
5.00%
6.87%
8.87%
3.33%

89,067
844,563
11 ,410

274,047
78,080
59,923

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Other intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant - Land
Water Treatment Structures and Improvements
Water Treatment Equipment
Transmission and Distribution - Land
Storage Tanks
Transmission and Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
intentionally Left Blank

18,744
76,041
97,120

299
13,855

3,336
2,420

43,357
1 ,hes

33
34
35

s $ $ 2,388,068Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

92,705,540
685,700

92,019,840 $

92,705,540
685,700

92,019,840

35
37
38
39

s 10,403,949
2.5952%

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [CoI. (C), L28 . L34]

$
$

270,000
2,118,069



Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Superstition

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
n o .

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

$

$

[A]
COMPANY
PROPOSED

123,547
27v216

150,763

[5]
STAFF

ADJUSTMENTS
$ 117,712

25,931
143,644$ $

[C]
STAFF

RECOMMENDED
$ 241,259

53,147
294,407

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col III: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Superstition System (Apache Junction and Superior Systems)
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Superstition

OPERATING INCOME ADJUSTMENT no. 8 . PROPERTY TAXES

$ $

$
$

$

1 1,939,904
2

23,879,808
1 1,939,904
35,819,712

3
1 1,939,904

2
23,879,808 $

11,939,904
2

23,879,808
14,391,933
38,271,741

3
12,757,247

2
25,514,494

$
$

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 14

23,879,808
22.5%

5,372,957
13.3800%

$

25,514,493.68
22.5%

5,740,761
13.3800%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 718,902
815,362

18

19
20
21

$ (96,460)Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

768,114
718,902
49,212

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

49,212
2,452,029

2.0070%
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Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
Miami

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION [A] [B] [Cl [D]

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (Ls - L4)
Revenue Conversion Factor (LI I L5)

100.0000%
0.0000%

100.0000%
39.5862%
60.413-%

1.655251227

7
8
g

10
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (Ls * L10 )

100.0000%
38.5989%
81 4011%
0.0000%

0

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320°/o
34.0000%
03163088
38.5989%

100.0000%
38.5989%
61 .4011%
1.6080%

0.0098733

18
19
20
21
22
23

Calculation of Effective Pronédv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 ' L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.58G2%

24
25
26

$
$

598,674
153,480

Required Operating Income (Schedule AII-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 40)
Required Increase in Operating Income (L24 - L25) $ 445,194

27
28
29

$
$

210,940
(68,924)

lnoome Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) $ 279,864

$ 2,587,585
0.0000%

$
$

30
31
32
33
34

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33) $

$
$

101,126
89,277

35
36
37

Property Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
\ncreasee in Property Tax Due to Increase in Revenue (All~12, L22) $ 11,849

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 736,907

Test Year

$
s
$
$

1,850,678
1,766,121

263,121
(178,564)
6.9680%

$ 736,907

STAFF
Recommended
$ 2,587,585
$ 1,777,971
$ 263,121
$ 546,494

6.9680%
(12,442)

$
38,080

$
$

(166,122)
$

508,414

$ (56,481) $ 172,861

39
40
41
42
43
44
45
46
47
48
49
50
51
52

Calculation of Income Tax:
Revenue (Schedule All-3, Col.[C], Line 4 & Sch. All-1, Col. [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40) .
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 .. $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 _ $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

(56,481)
(68,924)

$
$

172,861
210,940

53 Applicable Federal Income Tax Rate [Col. (D), L42 _ Col (B), L42] / [Col. (C), L36 - Col. (A), L36] 34.00%

$54
55
56

Calculation of Interest Svnchronization:
Rate Base (Schedule BKB-1, Col [C], Line (17))
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) $

7,391,039
3.56%

263,121



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-3
Miami

OPERATING INCOME STATEMENT _ ADJUSTED TEST YEAR AND STAFF RECOMMENDED

(BI [D] [El

DESCRIPTION
REVENUES:

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ $ 1 ,830,338
20,340

1 .850,67a

$ 738,907 $ 2,5G7,245
20,a40

2,587,585

Metered Revenues
Miscellaneous

Total Operating Revenues $

1,830,338
20,340

1,850,678 $ $ $ 736,907 $

s $ $ $ $
9,610 9.610 9,610

199,919 199,919 199,919

(23,270)

OPERATING EXPENSES!
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

108,061
10.374

353,495
226,344

2,486
394,755

1303,044 s (23,270) $

106,061
10,374

330,225
226,344

2,486
394,755

1279,774 $ $

106,061
10,374

330,225
226,344

2,486
394,755

1 ,279,l774

Depreciation and Amortization Expenses 355,564 12,607 368,171 368,171

Taxes

LINE
n o .

1
2
3
4
5
6
7
B
9

1 0
11
1 2
1 3
14
1 5
1 5
17
1 8
1 9
20
21
22
23
24 Federal Income Taxes (72,321) 15,840 (56,481) 229,342 172,861

3.490
(18,298)

50,522
11 ,849

25
26
27
2 8
2 9
3 0

State Income Taxes
Properly Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

(15,932)
107,575

2B,900
4B,222

1 ,706,830
143,848

$
$
$

1 ,031
(9,632)
9,632

$
$
$

(12,442)
89,277
28,900
49,253

1,697.198
153,480

$
$
$

291,714
291,714
445,194

$
$
$

38,080
101,126
28,900

340.967
1988,911

598,674

References:
Column [A]:
Column [B]:
Column [C]:
Column [D]:
Column [E]:

Company Schedule C-1 PQ- 6 of 11
Schedule All-4
Column [A] + Column [B]
Schedules All-1 and All-2
Column [C] + Column [D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4
5
6
7
8

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
General 8. Administrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All-5
Schedule All~6
Schedule All-7
Schedule All-8
Schedule All-9
Schedule All-10
Schedule All-11
Schedule All-12

Allzona Water Company - Mlaml Water System
Docket No. W»01445A-08-0440
Test Year December 31, 2007

Schedule All-4
Mlaml

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS - TEST VEAR

[A] IG] [H] In [J]

LINE
n o DESCRIPTION

COMPANY
AS FILED

[B]
Water

Treatment
ADJ #1

[Cl
Tank

Maintenance
ADJ#2

[0]
Deprecaition

Expense
ADJ #3

(E]
Income
Taxes

ADJ #4

[Fl
Property

Taxes
ADJ#5 ADJ #6 ADJ #7 ADJ #8

STAFF
ADJUSTED

$ $ s $ $ s s s s $
QnerafrheRevenues:

Residential
Commercial
Industrial
Private Fire Service
Other WaterRevenues

Total Water Revenues s

1,223,975
491,044
9B,160

874
16,285

1,830,338 $ $ s s s s s s s

1,223,975
491,044
98,160

874
18,285

1,830,338

Miscellaneous
Total Operating Revenues s

20,340
1,850,678 $ s $ $ s $ s s s

20,340
1,850,678

$ s s s s s s $ s s
9.610 9,610

199,919 199,919

(23,270)

_OPERATING EXPENSES;
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water TreatmentExpenses
Transmission andDustrrbution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

105,061
10,374

353,495
226,344

2,486
394,755

1,303,044 s s s s (23,270) $ s s s s

106,061
10,374

330,225
225,344

2,456
394,755

1,279,774

Depreciation and Amortization Expenses 355,564 12,507 368 171

15840
3,490

(18298)

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes $

(72,321 )
(15,932)
107,575
28,900
48,222 s s $ s s $ s 19,329 s (18,298) s

(56,481)
(12,442)
89,277
28,900
49,253

1
2
3
4
5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
i s
27
28
29
30
31
32
33
34
35
36
37

TotalOperatingExpenses
Operating Income (Income)

s
s

1,7061830
1431848

s
$

S
s

$
s

s
s

(46,541 )
46,541

s
$

l

s
s

12,607
(12,607)

s
s

19,329
(19,329)

$
$

(18,298)
18,298

$
$

1,697,198
153,480



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-5
Miami

OPERATING INCOME ADJUSTMENT No. 1 - SOURCE OF SUPPLY

LINE
no.
1
2
3

[A]
COMPANY
PROPOSED

$ _

9610
$ 9610

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ _

9,610
$ 9,610

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses $

References:
Col [A]: Company Schedeule C-1
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-5
Miami

OPERATING INCOME ADJUSTMENT No. 1 - SOURCE OF SUPPLY

[B]
STAFF

ADJUSTMENTS
$

LINE
no.
1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED

$ _

9610
$ 9510 $

[C]
STAFF

RECOMMENDED
$ _

9,610
$ 9,610

References:
Col [A]: Company Schedeule C-1, page 6
Col (Bl:
Col [C]: Col. {A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-6
Miami

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

LINE
n o .

1
2
3
4

[A]
COMPANY
PROPOSED

$ 199,919

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ 199,919

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

106,061
305,980 $ $

106,061
305,980

References:
Col [A]: Company Schedeule C-1 Page 6
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Miami

OPERATING INCOME ADJUSTMENT no. 3 _ WATER TREATMENT EXPENSES

LINE
n o .

1
DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 10374

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 10,374

References:
Col [A]: Company Schedule C~1 Page 6
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Miami

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED
$ 353,495

[B]
STAFF

ADJUSTMENTS
$ (23,270)

[C]
STAFF

RECOMMENDED
$ 330,225

Normalization of Three Year Actual Tank Maintananace Expense
Year

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

LINE
n o.

1
2
3
4
5
6
7
8
9
10
11
12

$

Expense
1,559

689
568

2,816

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

939
24,209

(23,270)

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Miami

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative & General Expenses

[A]
COMPANY
PROPOSED
$ 394,755

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 394,755

References:
Col [A]: Company Schedeule C-1 Page 6
Col [B];
Col [C]: Col. [A] + Col. [B]



Arlzona Water Company - Mia ml Water System
Docket No. W-01445A-08-0440
Test Year December31, 2007

Schedule All-10
Miami

OPERATING INCOME ADJUSTMENT no. s . DEPRECIAITON EXPENSE

LINE
n o .

1
DESCRIPTION
Depreciation and Amortization Expenses

(Al
COMPANY
PROPOSED

$ 355,564

[B]
STAFF

ADJUSTMENTS
$ 12,607

[Cl
STAFF

RECOMMENDED
$ 368,171

Line
No. DESCRIPTION

CALCULATION OF DEPRECIATION AND AMORTIZATION EXPENSES
[A] [B] [C]

STAFF STAFF
DEPR. PLANT RECOMMENDED

BALANCE RATE
PLANT IN SERVICE

BALANCE

[D]
STAFF

RECOMMENDED
EXPENSE

$ $ $

A

0.00%
0.00%
0.00%
0.00%
0.00%
4.17%
3.13%

63,659
74, 159

2BS%
5.88%
4.00%

3.062
78,367

7

2.50%
2B5%

526
1 ,846

8,837
62,119

1,z1s
21,575
10,952
2,830

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

ACCT
n o .

Plant In Sewiee
301 Organization Cost
302 Franchise Cost

303 Other Intangibles
310 Water Rights
310 Other Source of Supply Land

310.4 Wells . Other
314 Wells
320 Pumping Plant Land
321 Pumping Plant Structures & Improvements
325 Electric Pumping Equipment
328 Gas Engine Equipment
330 Water Treatment Plant - Land
331 Water Treatment Structures and Improvements
332 Water Treatment Equipment
340 Transmission and Distribution - Land
342 Storage Tanks
343 Transmission and Distribution Mains
344 Fire Sprinkler Taps
345 Services
346 Meters
348 Hydrants
389 General Plant Land
390 General Plant Structures

390.1 Leasehold Improvements
391 Office Furniture 8- Equipment
393 Warehouse Equipment
394 Tools, Shops, and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment
- Intentionally Left Blank

B

32
1,225
1,299

372,478
90,605

1,526,600
2,369,287

4,723
107,047

1,332,765
163
550

21,056
64,530

5,835
441,841

3,470,341
60,776

906,504
240,710
155,474

7.046
57,282

103,396
316,116

5,877
133,027

5,211
7,549

182,918
30,460

32
1,225
1,299

372,478
90,605

1,526,600
2,369,287

4,723
107,047

1,332,765
163
550

21 ,056
64,530

5,835
441,841

3,470,341
60,776

906,504
240,710
155,474

7,046
57,282

103,396
316,116

5.877
133,027

5,21 1
7,549

182,918
30,460

2.00%
1 .79%
2.00%
2.38%
4.55%
1 .B2%
0.00%
2.50%

20.00%
6.57%
5.00%
4.00%
5.00%
5.67%
8.67%
3.33%

1 ,432
20,679
21 ,085

294
5,321

261
504

12,201
1 ,014

$ $ $ 378,72833
34
35

Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

12,022,723
393,188

11 ,629,535 $

12,0227723
393,188

11 ,629,535

as
37
38
39

$ 324,169
3.256G%

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [CoI. (C), L29 - La4]

s
$

10,557
3BB,171



Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Miami

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
no.
1

2
3

DESCRIPTION
Federal Income Taxes

State Income Taxes
Federal and State Income Tax Adjustments

[A]
COMPANY
PROPOSED

$ (72,321)

(15,932)
(88,253)$

[B]
STAFF

ADJUSTMENTS
$ 15,840

3.490
19,329$ $

[C]
STAFF

RECOMMENDED
$ (56,481)

(12,442)
(68,924)

References:
Col [A]: Company Schedule c-1 Page 6
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Miami Water System
Docket No. W-01445A-08-0-40
Test Year December 31, 2007

Schedule All-12
Miami

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAXES

$ $

$
$

$

1 ,850,678
2

3,701 ,356
1,850,678
5,552,034

3
1 ,850,678

2
3,701 ,356 $

1,850,678
2

3,701 ,356
2,587,585
6,288,941

3
2,096,314

2
4,192,628

$
s

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 16)

3,701 ,356
22.5%

832,805
10.7200%

$

4,192,627.59
22.5%

943,341
10.7200%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 89,277
107,575

18
19
20
21

$ (18,298)Staff Test Year Adjustment (Line 16-Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

101,126
89,277
11,849

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

11,849
736,907
1 .6080%



ARIZONA WATER COMPANY

EASTERN GROUP 1

SIERRA VISTA
BISBEE
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ARIZONA WATER COMPANY

EASTERN GROUP:

SIERRA VISTA
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Arizona Water Company - Sierra Vista System
Docket No. W-01445A»08-0440
Test Year December 81, 2007

Schedule All-2
Sierra Vista

GROSS REVENUE CONVERSION FACTOR

LINE
NO. DESCRIPTION [Al [Bl [Cl LD1

1
2
3
4
5
5

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE L4)
Revenue Conversion Factor (L1 l L )

100.0000%
0.0000%

100.0000%
39.7078%
60.2922%

1658588903

7
8
g

1 0
11

Calculation of Unco//ecfib/e Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
38.5989%
61 .4011 %

0.0000%
0

12
13
14
1 5
1 6
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 » L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and Stale Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320%
34.0000%

03163088
38.5989%

18
19
20
21
22
23

100.0000%
38.5989%
61 .4011%

1.8060%
0011089042

Calculation of Effective Prone/tv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 » L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.7078%

24
25
26

s
$

201,847
276,860

Required Operating Income (Schedule All-1, Line 5)
AdjusledTest Year Operaling Income (Loss) (Schedule All~3, Line 30)
Required Increase in Operating Income (L24 » L25) $ (75,013)

27
28
29

$
$

71,120
118,276

Income Taxes on Recommended Revenue (Col (D), L52)
Income Taxes on Test Year Revenue (Col, (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) $ (47, 1 as)

$ 1 ,337,482
0.0000%

3 0
31
32
33
34

$
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 " L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 Las) $

35
38
37

$
$

76,959
79,206

Properly Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
lncreasee in Property Tax Due to Increase in Revenue (All-12, L22) $

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $

(2,247)

(124,415)

s
$
$
$

Test Year

1 ,461 ,897
1 ,06G,761

88, 713
306,422
6.9680%

$

STAFF
Recommended

(124,415) $ 1,337,482
$ 1,064,514
$ 88,713
$ 184,254

6.9680%
12,839

$
$

285,071
21,352

$
$

171,415

3 9
4 0
41
4 2
4 3
44
4 5
4 6
47
4 8
4 9
5 0
s t
52

$ 96,924 $ 58,281

Calculation of leone Tax:

Revenue (Schedule All-3, Col.[C], Line 4 & Sch All-1, Col. [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 L37- L38)
Arizona State leone Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third leone Bracket ($75,001 . $100,000) @ 34%
Federal Tax on Fourlh Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

96,924
118,276

$
$

58,281
71,120

53 Applicable Federal Income Tax Rate [CoI. (D), L42 - Col. (B), L42] / [CoI. (C), L36 - Col. (A), L36] 34.00%

54
55
56

$
Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col. [D])
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) $

2,491 ,943
3.56%

88,713



Arizona Water Company - Sierra Vista System
Docket No. W~01445A-08.0440
Test Year December 31, 2007

ScheduleAIl-3
Sierra Vista

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

IB) [D] [E]

LINE
no . DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES:

$ $ $ $Metered Revenues
Miscellaneous

Total Operating Revenues $

1 ,445,252
16,645

1 ,461 ,897 $ $

1 ,445,252
16,645

1 ,461 ,897

$ (124,415)

$ (124,415) $

1 ,320,837
16,645

1,337,482

s $ $ $ $
2,096 2.096 2.096

184

OPERATING EXPENSESI
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

220,661
698

46,020
22,454

213,548
134,508

275
152.250
792,510 184 $

220,661
698

46,020
22.454

213,732
134,508

275
152,250
792,694 $

220,661
698

46,020
22,454

213,732
134,508

275
152,250
792,694

Depreciation and Amortization Expenses 186,533 (5,210) 181.323 181,323

Taxes

1
2
3
4
5
6
7
B
g

1 0
11
12
1 3
14
1 5
1 6
17
1 8
1 9
2 0
21
22
23
24
2 5
2 8
27
2 8
2 9
3 0

3,389
747

(909)

(38,643)
(8,513)

Federal Income Taxes
State Income Taxes
Properly Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

s
$
$

93,535
20.605
80,115
13,539

207,794
1,186,837

275,060

$
$
$

3.226
(1 ,800)
1 ,800

$
$
$

96,924
21,352
79,206
13,539

211 ,020
1 ,185,037

276,860

$
$
$

(47,156)
(47,156)
(77,260)

$
$
S

58,281
12,839
76,959
13,539

161 ,618
1 ,135,635

201 ,847

References:
Column [A]: Company Schedule C-1 Pg. 4 of 11
Column [B]: Schedule All-4
Column [C]: Column [A] + Column [B]
Column [D]: Schedules All-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ # oEscR»pTlon REFRENCES
1
2
3
4
5
5
7
a

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
General 8= Administrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All-5
Schedule All-8
Schedule All-7
Schedule All-8
Schedule All-g
Schedule All-10
Schedule All-11
Schedule All-12

Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-4
Sierra Vlsta

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS _ TEST YEAR

IA] IE] IF] IG] IH] I l l [J]

LINE
no. DESCRIPTION

COMPANY
AS FILED

[B]
Water

Treatment
ADJ #1

[C]
Tank

Maintenance
ADJ #Q

ID]
Depreciation

Expense
ADJ #3

Income Taxes
ADJ #4

Properly Tax
ADJ#5 ADJ #6 ADJ #7 ADJ #8

STAFF
ADJUSTED

Oneratine Revenues:
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 1,067,828
346,169

$ s $ $ s s $ s s 1,087,828
346,169

s

1,924
29,331

1,445,252 s s s s s s s s s

1,924
29,331

1,445,252

Miscellaneous
Total Operating Revenues s

18,545
1461,897 s s $ s s s $ $ s

16,645
1451 ,897

s s $ s s s s s $ s
2,096 2.096

1 a4

OPESA TING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
purchased Power
purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and Genera! Expenses

Total Operation and Maintenance Expense s

220,661
698

46,020
22,454

213,548
134,508

275
152,250
792,510 s s $ s 184 s s s $ s

220.661
698

46,020
22,454

213,732
124,508

275
152.250
792,694

Depreciation and Amortization Expenses 186,533 (5,210) 181,323

3.1489
747

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

(909)

1
2
a
4
5
6
7
8
9
10
11
12
13
14
15
i s
17
18
19
2D
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37

5

93,535
20,605
80,115
13,539

207,794 s $ s s s s s s (909) s

95,924
211352
7s,2oe
13,539

211,020

Total Operating Expenses
Operarting Income (Income)

$
s

1,188,837
275 (160

$
..s

$
s

s
s

$
s

387
rash)

s
s

s
s

(5,210)
5,210

$
$

4,1as
(4,135)

s
s

(909)
909

$
s

1,185,037
276.860



Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5

Sierra Vista

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

L I N E

n o .

1

2

3

[B]
STAFF

ADJUSTMENTS
$

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A ]
COMPANY
PROPOSED
$ _

2096
$ 2D96 $

[C]
STAFF

RECOMMENDED
$ _

2,096
$ 2,096

References:
Col [A]: Company Schedeule C-1 Page 4
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6

Sierra Vista

OPERATING INCOME ADJUSTMENT no. 2 _ PUMPING EXPENSES

LINE
no.

1
2
3
4

[B]
STAFF

ADJUSTMENTS
$

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

[A]
COMPANY
PROPOSED
$ 220,661

698
46,020

267,379 $ $

[C]
STAFF

RECOMMENDED
$ 220,661

698
46,020

267,379

References:
Col [A]: Company Schedeule C-1 Page 4
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December al, 2007

Schedule All-7
Sierra vista

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 22,454

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 22,454

Acct.

M ;
640
G41
642

Operations Ledger
Water Treatment - Operations & Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

1 ,023 $
8,699

13,588

Staff
Recommended
$ 1,023

8,699
13,588

LINE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

650
651
652

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struct & lmprovemt
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-4 & JMR-7
Total

5,090 5,090

$

1,071
(7,017)
22,454 $ $

1,071
(7,017)
22,454

References:
Col [A]: Company Schedule C-1 Page 3
Co! [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Sierra Vista

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

[A]
COMPANY

DESCRIPTION PROPOSED
Transmission and Distribution Exp $ 213,548

[B]
STAFF

ADJUSTMENTS
$ 184

[C]
STAFF

RECOMMENDED
$ 213,732

Normalization of Three Year Actual Tank Maintananace Expense
Year

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

LINE
no.

1
2
3
4
5
6
7
8
9
10
11
12
13

$

Expense
4,847

32,160
1,707

38,714

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

12,905
12,721

184

References:
Col [A]: Company Schedule C-1 Page 4
Col [B]: All Testimony
Col [C]: Col. [A] + Col, [B]



Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December it, 2007

Schedule All-9

Sierra vista

OPERATING INCOME ADJUSTMENT no. 5 _ ADMINISTRATIVE & GENERAL EXPENSES

LINE
no.

1
DESCRIPTION
Administrative & General Expenses

[A]
COMPANY
PROPOSED
$ 152,250

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 152,250

References:
Col [A]: Company Schedeule C-1 Page 4
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31 , 2001

Schedule All-10
Sierra Vista

OPERATING INCOME ADJUSTMENT no. G . DEPRECIATION EXPENSE

LINE
no .

1
DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 186,533

[B]
STAFF

ADJUSTMENTS
$ (5,210)

[Cl
STAFF

RECOMMENDED
$ 181,323

OPERATING INCOME ADJUSTMENT # .. DEPRECIATION EXPENSE

[A]

Line
No

ACCT
no. DESCRIPTION

PLANT IN SERVICE
BALANCE

[B]
STAFF

DEPR PLANT
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

Plant In
301
302

$ 17 $ 17 0.00% $
0.00%
000%
0.00%

739
27,536

8.932
2

651,948
1 ,881

13,385
687,455
16,467

3.13% 20,406

739
27,538
8,932

2
651,948

1,881
13,385

687,455
16,467

2.86%
5.88%
4.00%

383
40,422

659

14,812
78,110

14,812
78,110

250%
2.86%

370
2,234

303
310
310
310
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390
390
391
393
394
395
396
397
398

380,102
3,090,279

148,520
1,158,606

216,086
354,634

66
26,244
33,952

187,800
152

33,942
2,080

17,241
235,037

10,339

2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

20.00%
6.67%
5.00%
4.00%
5.00%
e.e7%
8.67%
3.33%

7,602
55,316
2,970

27,575
9,831
6,454

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Service
Organization Cost
Franchise Cost
Other Intangibles
Water Rights
Other Source of Supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures 8< Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment Plant - Land
Water Treatment Structures and Improvements
Water Treatment Equipment
Transmission and Distribution - Land
Storage Tanks
Transmission and Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Intentionally Left Blank

380,102
3,090,279

148,520
1,158,606

216,066
354,634

66
26,244
33,952

187,800
152

33,942
2,080

17,241
235,037

10,339

656
6,790

12,526
8

1 .358
104

1,150
15,677

344

33
34
35

s $ $ 212,836Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

7,396,345
39,171

7,357,174 $

7,396,345
39,171

7,357,174

36
37
38
39

$ 1,089,317
2.8929%

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [Col. (C), L29 - L34]

$
$

31,513
181,323



Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Sierra Vista

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
n o .

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

$

[B]
STAFF

ADJUSTMENTS
$ 3,389

747
4,136$

[A]
COMPANY
PROPOSED

93,535
20,605

114,140 $ $

[C]
STAFF

RECOMMENDED
$ 96,924

21,352
118,276

References:
Col [A]: Company Schedule C-1 Page 4
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Sierra Vista System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Sierra Vista

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAXES

$ $

$
$

1,461 ,897
2

2,923,794
1,461,897
4,385,691

3
1,461,897

2
2,923,794

s

1,461 ,897
2

2,923,794
1,337,482
4,261 ,276

3
1,420,425

2
$ 2,840,851

$
$

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 16)

2,923,794
22.5%

657,854
12.0400%

$

2,840,850.58
22.5%

639,191
12.0400%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 79,206
80,115

18
19
20
21

Staff Test Year Adjustment (Line 16-Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$ (909)

$
$
$

76,959
79.206
(2,247)

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

(2,247)
(124,415)
1.8060%



ARIZCNA WATER COMPANY

EASTERN GROUP:

BISBEE
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Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
Bisbee

GROSS REVENUE CONVERSION FACTOR

LINE
NO. DESCRIPTION [A] [B] [Cl [D]

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (La _ L4)
Revenue Conversion Factor (L1 l L5)

100.0000%
0.0000%

1000000%
39.8229%
60. 1771 %

1.661762013

7
8
g

10
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - L8 )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
38.5989%
61 .4011%

0.0000%
0

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax` Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320%
34.0000%
03163088
38.5989%

100.0000%
38.5989%
61 .4011 %
1.9935%

0.012240313

18
19
20
21
22
23

Calculation of Effective Prooertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (LI B - L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.8229%

$
$

374,168
166,085

24
25
26

Required Operating Income (Schedule All-1, Line 5)
AdjustedTesi Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating Income (L24 - L25) $ 208,084

$
$

131,837
1.028

27
28
29

Income Taxes on Recommended Revenue (Col (D), L52)
Income Taxes on Test Year Revenue (CoI. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 L28) $ 130,809

$ 2,069,259
0.0000%

$
$

30
31
32
33
34

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 " L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp (L32 - L33) $

$
$

109,966
103,072

35
36
37

Property Tax with Recommended Revenue (AlI~12, L19)
Property Tax on Test Year Revenue (All-1 z, L 16)
Increase in Property Tax Due to Increase in Revenue (All-12, L22) $ 6,893

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 345,785

$
s
s
$

Test Year
1,723,474
1,556,331

164,449
2,664

6.9680%

$ 345,785

STAFF
Recommended
$ 2,069,259
$ 1,563,254
$ 164,449
$ 341 ,556

69680%
186

$
$

317,756
23,800

$
$

2,478

$ 843 $ 108,037

39
40
41
42
43
44
45
46
47
48
49
50
51
52

Calculation of Income Tax:
Revenue (Schedule All-3, CoI.{C], Line 4 & Sch All-1, Col. {D], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37~ L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 $75,000> @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
s

843
1 ,028

$
$

108,037
131,837

53 Applicable Federal Income Tax Rate [c<>l. (D), L42 .. Col. (B), L42] / [CoI. (c). Les . Col. (A), Las] 34.00%

$54
55
56

Calculation of Interest Svnchronization:
Rate Base (Schedule BKB-1, Col. [D])
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) $

4,619,362
3.56%

164,449



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December so, 2001

Schedule All-3
Bisbee

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] [E]

LINE
no. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ $ $ 345,785 $
1
2
3
4

RE VENUES;
Metered Revenues
Miscellaneous

Total Operating Revenues $

1 ,700.134
23,340

1 ,723,474 $ $

1.700,134
23,340

1,723,474 $ 345,785 s

2,045,919
23,340

2,069,259

$ $ $ $ $
2,443 2,443 2,443

e,s57

5
s
7
8
9

10
11
12
13
14
15
16
17

OPERA TING EXPENSES.
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

224,856
615

50,077
32,933

270,483
179,534

529
392,583

1 ,154,053 6.357 $

224,856
615

50,077
32,933

276,840
179,534

529
392,583

1 ,160,410 $

224,856
615

50,077
32,933

276,840
179,534

529
392,583

1 ,160,410

18 Depreciation and Amortization Expenses 261,462 4,602 266,064 266,064

2,943
649

(11,839)

107,195
23,614
6.893

19
20
21
22
23
24
25
26

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

(2,100)
(463)

114,911
26,815

139,163
1,554,678

168,796

$
$
$

(8,248)
2,711

(2,711)

$
$
$

843
186

103,072
26.815

130,915
1,557,389

166,085

$
$
$

137,702
137.702
208,084

$
$
$

108,037
23,800

109,966
26,815

268,617
1,695,091

374,168

References:
Column [A]: Company Schedule C-1 Pg. 3 of 11
Column [B]: Schedule All-4
Column [C]: Column [A] + Column [B]
Column [D]: Schedules All-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4
5
5
7
8

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
General& Administrative
Depreciation Expenses
Income Taxes
Pl'OP€l1Y Taxes

Schedule All-5
Schedule All-6
Schedule All-7
Schedule All-8
Schedule All-9
Schedule All-10
Schedule All-11
Schedule All-12

Arizona Water Company - Bisbee System
Docket No. W»01445A-08-0440
Test Year December 31, 2007

Schedule All-4
Bisbee

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS . TEST YEAR

[A] [Bl [C] [D] [E] [F] [G] [H] ll] [J]

LINE
no . DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ #5 ADJ #6 ADJ #7 ADJ #8

STAFF
ADJUSTED

s s $ $ $ s s $ s s
1
2
3
4
5
a
7

Operating Revenues:
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues s

1 ,192,596
491 ,700

2,302
908

12,528
1 ,700,134 $ s $ $ $ $ s s $

1 ,192,595
491 ,700

z,s02
908

12,828
1 ,700,134

Miscellaneous
Total Operating Revenues $

23.340
1 ,723,474 $ $ s $ s $ s $ s

23,340
1 ,723,474

s $ $ s $ s $ $ $ s
2.443 2.443

6,357

OPERATING EXPENSES:
Source of Supply Expenses

PurchasedWater
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

224,855
615

50,077
32.933

270,483
179,534

529
392,583

1,154,053 s $ $ $ 6,357 s $ s $ s

224,856
615

50,077
32,933

276,840
179,534

529
392,583

1,160,410

Depreciation and Amortization Expenses 261 ,462 4.602 266,064

2,943
649

(11,839)

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes s

(2,100)
(463)

114,911
26,815

139,163 $ $ $ s s $ $ 3,591 $ (11,839)

843
186

103,072
26,815

130,915

8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
2 5
26
27
28
29
30
31
32
33
34
3 5
36
37

To\aI Operating Expenses
Operating Income (Income)

$
$

1 v554,678
168,796

$
$

s
$

$
s

$ 12,714
$(12,714)

$
5

s 4,802
$ (4,502)

s
$

3,591
(3,591)

$(11,839)
s 11,839

$
s

1 ,557,389
166,085



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5
Bisbee

OPERATING INCOME ADJUSTMENT no. 1 _ SOURCE OF SUPPLY EXPENSES

LINE
no.

1
2
3

[B]
STAFF

ADJUSTMENTS
$

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED
$ _

2443
$ 2443 $

[C]
STAFF

RECOMMENDED
$ _

2,443
$ 2,443

References:
Col [A]: Company Schedeule C-1 Page 3
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6
Bisbee

OPERATING INCOME ADJUSTMENT no. 2 - PUMPING EXPENSES

[B]
STAFF

ADJUSTMENTS
$

LINE
n o .

1
2
3
4

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

[A]
COMPANY
PRCPOSED
$ 224,856

615
50,077

275,548 $

[C]
STAFF

RECOMMENDED
$ 224,856

615
50,077

275,548$

References:
Col [A]: Company Schedeule C-1 Page 3
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Com party - Bisbee System
Docket no. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Bisbee

OPERATING INCOME ADJUSTMENT no. 3 - WATER TESTING EXPENSES

DESCRIPTION
Water Treatment Expenses
Total

[A]
COMPANY
PROPOSED
$ 32,933
$ 32,933

[B]
STAFF

ADJUSTMENTS
$ _
$ _

[C]
STAFF

RECOMMENDED
$ 32,933
$ 32,933

Acct.
640
641
642

Operations Ledger
Water Treatment Operations & Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

$ 1,220
16,598
16,872

$

Staff
Recommended

$ 1,220
16,598
16,872

650
651
652

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mai ft Struct 8t Improver
Water Treatment - Maintenance gt Equipment
Company Adjustment
Total

6,073 6,073

LINE
n o.

t
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16 $

1,287
(9,117)
32,933 $ $

1,287
(9,117)
32,933

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Bisbee

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION AND DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses
Total

[A]
COMPANY
PROPOSED

$ 270,483
$ 270,483

[B]
STAFF

ADJUSTMENTS
$ 6,357
$ 6,357

[C]
STAFF

RECOMMENDED
$ 276,840
$ 276,840

LINE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
13

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

Normalization of Three Year Actual Tank Maintananace Expense
Year

2005
2006
2007

$
Expense

2,398
98,540
2,970

103,908

Normalized Three Year Average
Company Proposed
Staff Adjustment $

34,636
28,279
6,357

References:
Cot [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Bisbee

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative & General Expenses

[A]
COMPANY
PROPOSED
$ 392,583

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 392,583

References:
Col [A]: Company Schedeule C-1 Page 3
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company .. Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Bisbee

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION AND AMORTIZATION EXPENSES

LINE
no.
1

[Al
COMPANY
PROPOSED

[BI
STAFF

ADJUSTMENTSDESCRIPTION
Depreciation and Amortization Expenses $ 261,462 $ 4,602

[CI
STAFF

RECOMMENDED
$ 266,064

ACCT
NO.

Plant In Service
DESCRIPTION

CALCULAT ION OF DEPRECIAT ION AND AMORT IZAT ION EXPENSES
[A] [B] [C]

STAFF STAFF
DEPR. PLANT RECOMMENDED

BALANCE RATE
PLANT IN SERVICE

BALANCE

[D]
STAFF

RECOMMENDED
EXPENSE

$ 32
18,755
24,544

307,085
4,037

$
$

32
18,755
24,544

307,085
4,037

0.00%
0.00%
0.00%
0.00%
0.00%

s
$

16,862538,724
7,054

33,537
677,163
171,885

538,724
7,054

33,537
677,163
171,885

959
39,817
6,875

36
1,288

7,386
96,406
1,0a1

32,053
10.297
5,095

1
2
3
4
5
G
7
8
9
10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32

301 Organization Cost
302 Franchise Cost
303 Other intangibles
310 Water Rights
310 Other Source of Supply Land
310 Wells - Other
314 Wells
320 Pumping Plant Land
321 Pumping Plant Structures & Improvements
325 Electric Pumping Equipment
328 Gas Engine Equipment
330 Water Treatment Plant - Land
331 Water Treatment Structures and Improvements
332 Water Treatment Equipment
340 Transmission and Distribution - Land
342 Storage Tanks
343 Transmission and Distribution Mains
344 Fire Sprinkler Taps
345 Services
346 Meters
348 Hydrants
389 General Plant Land
390 General Plant Structures
390 Leasehold Improvements
391 Office Furniture & Equipment
393 Warehouse Equipment
394 Tools, Shops, and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment

0 intentionally Left Blank

A

1,452
45,051
5,044

369,280
5,385,815

51,566
1,346,780

226,315
279,943

2,384
21,174
73,770

324,673
293

75,839
740

16,632
280,676
23,710

1,452
45,051

5,044
369,280

5,385,815
51 ,566

1,346,780
226,315
279,943

2,384
21,174
73,770

324,673
293

75,839
740

16,632
280,676
23,710

3. 13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.02%
0.00%
2.50%

20.00%
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

529
14,754
21,656

15
3,034

37
1,109

18,721
790

$ $ $ 278,75133
34
35

Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-Lso) $

10,313,954
368,935

9,945,019 $

10,313,954
358,935

9,945,019

$ 452,659
2.8029%

36
37
38
39

Contributions-in-Aid-of-Construction (GIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [CoI. (C), L29 - L84]

$
$

12,688
266,064



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Bisbee

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
no.
1

2
3

$

[B]
STAFF

ADJUSTMENTS
$ 2,943

649
3,591

DESCRIPTION
Federal Income Taxes

State Income Taxes
Federal and State Income Tax Adjustments $

[A]
COMPANY
PROPOSED

Qnom
men

(2569 $

[C]
STAFF

RECOMMENDED
$ 843

186
1,028$

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Schedule All-2



Arizona Water Company - Bisbee System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Bisbee

OPERATING INCOME ADJUSTMENT no. 5 - PROPERTY TAX EXPENSE

LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

$ $

$
$

1,723,474
2

3,446,948
1,723,474
5,170,422

3
1,723,474

2
3,446,948

$

$

1 ,723,474
2

3,446,948
2,069,259
5,516,207

3
1 ,838,736

2
3,677,472

$
$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 16)

3,446,948
22.5%

775,563
13.2900%

$

3,677,471 .57
22.5%

827,431
13.2900%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 103,072
114,911

1 8
1 9
2 0
2 1

$ (11,839)Staff Test Year Adjustment (Line 16-Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

109,966
103,072

6,893

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

6,893
345,785
1.9935%
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Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
Oracle

GROSS REVENUE CONVERSION FACTOR

LINE
n o . DESCRIPTION [Al [Bl LC1 [DI

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE LE)
Revenue Conversion Factor (L1 I L5)

100.0000%
0.0000%

100.0000%
39.5383%
60.4617%

155394007

7
8
9

1 0
11

Calculation of Unto/Iectib/e Factor
Unity
Combined Federal and Stale Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - L8 )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
385989%
61 .4011%

0.0000%
0

12
1 3
1 4
1 5
1 6
1 7

Calculation of Effective Tax Rate;
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (LIS +L16)

100.0000°/a
6.9680%

93.0320%
34.0000%
03163088
38.5989%

1 8
1 9
2 0
21
22
2 3

100.0000%
38.5989%
61 .4011%

1 .5300%
0009394371

Calculation of Effective Prooertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 » L19)
Property Tax Factor (All-12, L24)
Effeetive Property Tax Factor (L 21 ' L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.5383%

24
25
2G

$
$

193,775
2161126

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 40)
Required Increase in Operating Income (L24 - L25) $ (22,351 )

$
$

68,276
82,326

27
28
29

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L2B) $ (14,051)

s 1 ,089 I 248
0.0000%

30
31
32
33
34

s
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue lo Provide for Uncollectible Exp. (L32 - L33) s

$
$

51,128
51,693

35
36
37

Property Tax with Recommended Revenue (All-12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
Increased in Property Tax Due to Increase in Revenue (All-18, L22) s

38 Total Required Increase in Revenue (L26 + L30 + L34+L87) $

(566)

(36,967)

Test Year

$
$
$
$

1,126,215
827,763

85,165
213,287
6.9680%

$

STAFF
Recommended

(36,967) s 1,089,248
$ 827, 197
$ B5,1S5
$ 176,8B5

6.9680%
14,862

$
12,325

$
$

198,425
$

164,560

$ 67,465 $ 55,950

39
40
41
42
43
44
45
46
47
48
49
50
51
52

Calculation of Income Tax:

Revenue (Schedule All-3, Ct>l.[C], Line 4 & Sch. All-1, Col. [BL Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L3B - L37- L38)
Arizona Slate Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 . $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and Stale Income Tax (L35 + L42)

$
$

67,465
82,326

$
$

55,950
68,276

53 Applicable Federal Income Tax Rate [CoL (D), L42 - Col. (B), L42] / [Col. (C), L36 - Col (A), L36] 34.00%

54
55
56

$
Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col [D])
Weighted Average Cost of Debt (Schedule DCP»1 )
Synchronized Interest (L45 X L46) s

2,392,281
3.56%

85,165



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-3
Oracle

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] [E]

LINE
NO. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

(Cl
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES:
$ $ $ $ (36,967) $Metered Revenues

Miscellaneous
Total Operating Revenues $

1,115,109
11,106

1,126,215 $ $

1,115,109
11,106

1,126,215 $ (36,967) $

1,078,142
11,106

1,089,248

$ $ $ $ $
9,508 9,508 9.508

149,736 149,736 149,736

38,603

(5,039)

OPERA TING EXPENSES:
Soule of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

38,503
15,542

152,010
100,428

549
151,950
618,326 (5,039) $

38,603
15.542

146,971
100,428

549
151,950
613.287 $

146,971
100,428

549
151 ,950
613,287

Depreciation and Amortization Expenses 181,393 (31 ,068) 150,325 150,325

Taxes
13,487

2,971
(2,228)

(11 ,514)
(2,536)

(566)

1
2
3
4
5
6
7
8
9

1 0
11
1 2
1 3
14
1 5
1 5
17
1 8
1 9
20
21
22
23
24
2 5
2 6
27
2 8
2 9
3 0

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

53,978
11,891
53,921
12,458

132,248
931,967
194,248

$
$
$

14,230
(21 ,87B)
21,878

$
$
$

87,465
14,862
51 ,693
12,458

146,478
910,089
215,126

$
$
$

(14,616)
(14,51 e)
(22,351)

$
$
$

55,950
12,825
51,128
12,458

131 ,861
B95,473
193,775

References:
Column [A]:
Column (Bl:
Column [C]:
Column [Dix
Column [E]:

Company Schedule C-1 Pg, 5 of 11
Schedule All-4
Column [A] + Column [B]
Schedules All-1 and All-2
Column [C] + Column (D]



ADJ # DESCRIPTION REFRENCES
1
2
3
4
5
e
7
B

Source of Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
General 8. Adrniraistrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All-5
Schedule All-6
Schedule All-7
Schedule All-B
Schedule All-9
Schedule All-10
Schedule All-11
Schedule All-12

Arizona Waler Company - Oracle Water System
Ducks( No. W-01445A-DB-0440
Test Year December 31, 2007

Sched Ute All-4
Oracle

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS TEST YEAR

[A] [G] [HI m [J]

LINE
no. DESCRIPTION

COMPANY
AS FILED

IB]
Water

Treatment
ADJ # 1

EC]
Tank

Maintenance
ADJ #2

Depreciation
Expense
ADJ #3

IE]
Income
Taxes

ADJ #4

IF]
Prooeriv
Taxes

ADJ # 5 ADJ #6 ADJ #7 ADJ # 8
STAFF

ADJUSTED

$ 854595
229443

$ $ s s s $ s s $ 864,595
229,443

1
2
3
4
5
e
7
8
9

OperatingRevenues:
Residential
Commercial
Industrial
PrivMe Fire Service
Other Water Revalues

Total Water Revenues s

56
21,015

1115109 s s $ $ s s s s s

56
21015

1.115.109

Miscellaneous
Total Operating Raven us s

11,106
1126215 $ s s $ $ s s s s

11,106
1128,215

$ $ s s $ $ s $ s s
9.508 9 5 0 8

149,736 149,736

(5,039)

OPERA reeve EXPENSES
Source of Supply Expenses

Purchased Water
Other

Pumplng Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

38,503
15,542

152,010
100,428

549
151,950
618,326 s s s s (5,039) s $ $ s s

38,603
15,542

146.971
100,428

549
151,950
613,287

Depreciation and Amortization Expenses 181,393 (31 ,oe8) 150,325

13,487
2,971

(2,228)

Taxes
Fedora! Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes $

53,978
11,891
53,921
12.458

132,248 s s $ $ $ s s 16,457 s (2 ,228 )  s

67,465
14.ae2
51,693
12,458

146,478

10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Total Operating Expenses
Operating Income (Income)

s
$

931 ,967
194 248

s
s

s
s

$
s

$
s

(10,079)
10,079

s
8;

s (31,068)
s 31,06B_

$ 18,457
$  (1 6 ,4 5 7 )

s
s

(2 ,228)  $
2 . 2 2 8  $

910,089
216,125



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5
Oracle

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

LINE
n o .

1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED
$ _

9508
$ 9508

[B]
STAFF

ADJUSTMENTS
$ _

$ _

[C]
STAFF

RECOMMENDED
$ _

9,508
$ 9,508

References:
Col [A]: Company Schedeule C-1 Page 5
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6
Oracle

OPERATING INCOME ADJUSTMENT no. 2 _ PUMPING EXPENSES

[A]
COMPANY
PROPOSED
$ 149,736

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ 149,736

LINE
no.
1
2
3
4

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

38,603
188,339 $ $

38,603
188,339

References:
Col [A]: Company Schedeule C-1 Page 5
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-7
Oracle

OPERATING INCOME ADJUSTMENT no. 3 . WATER TREATMENT EXPENSE

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED

$ 15542

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 15,542

Acct.
Operations Ledger

640 Water Treatment - Operations & Supervision
641 Water Treatment - Operations Chemicals
642 Water Treatment - Operations Labor & Expense

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

3,868 $
575

7,612

$

Staff
Recommended
$ 3,868

575
7,612

LINE
n o .

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Maintenance Ledqer
650 Water Treatment - Maintenance & Supervision
651 Water Treatment - Mai ft Struct & Improver
652 Water Treatment - Maintenance & Equipment

Company Adjustments JMR-3, JMR4 & JMR-5
Total

3,370 3,370

$

4,147
(4,030)
15,542 $ $

4,147
(4,030)
15,542

References:
Col [A]: Company Schedule C-1 Page 5
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Oracle

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED

$ 152010

[B]
STAFF

ADJUSTMENTS
$ (5,039)

[C]
STAFF

RECOMMENDED
$ 146,971

Normalization of Three Year Actual Tank Maintananace Expense
Year Expense

38, 140
2,635

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

LINE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
13

$ 40,775

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

13,592
18,631
(5,039)

References;
Col [A]: Company Schedule C-1 Page 5
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9
Oracle

OPERATING INCOME ADJUSTMENT no. 5 _ ADMINISTRATIVE & GENERAL EXPENSES

LINE
n o .

1
DESCRIPTION
Administrative & General Expenses

[A]
COMPANY
PROPOSED
$ 151,950

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 151,950

References:
Col [A]: Company Schedeule C-1 Page 5
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-10
Oraele

OPERATING INCOME ADJUSTMENT no. s . DEPRECIATION EXPENSE

LINE
no.
1

DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 181,393

[B]
STAFF

ADJUSTMENTS
$ (al ,068)

[C]
STAFF

RECOMMENDED
$ 150,325

OPERATING INCOME ADJUSTMENT # . DEPRECIATION EXPENSE
[A]

Line
No.

PLANT IN SERVICE
BALANCE

[B]
STAFF

DEPR. PLANT
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

$
s

15 $
$

15 0.00%
000%
0.00%
000%
000%

$
s

812
93,121
24,695

612
93,121
24,695

453,292
2,742

72,185
876,909

14,188453,292
2,742

72,185
876,909

2,064
51,562

876
1 ,975

35,054
69,067
19,680

306,126
3,051,729

35,054
69,067
19,680

306,126
3,051 ,729

6,123
54,626

584,528
110,583
121,938

584,528
110,583
121,938

13,912
5,032
2,219

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

ACCT
no. DESCRIPTION

Plant In Service
301 Organization Cost
302 Franchise Cost

303 Other intangibles
310 Water Rights
310 Other Source of Supply Land
310 Wells - Other
314 Wells
320 Pumping Plant Land
321 Pumping Plant Structures & improvements
325 Electric Pumping Equipment
328 Gas Engine Equipment
330 Water Treatment Plant . Land
331 Water Treatment Structures and improvements
332 Water Treatment Equipment
340 Transmission and Distribution - Land
342 Storage Tanks
343 Transmission and Distribution Mains
344 Fire Sprinkler Taps
345 Services
346 Meters
348 Hydrants
389 General Plant Land
390 General Plant Structures
390 Leasehold Improvements
391 Office Furniture & Equipment
393 Warehouse Equipment
394 Tools, Shops, and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment
. intentionally Left Blank

A
31,500
30,004

104,698
166

27,072
236
33

64,080
4,862

31,500
30,004

104,698
166

27,072
236
33

64,080
4,862

3.13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
179%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%
5.59%
6.67%
5.00%
4.00%
5.00%
8.67%
6.67%
3.33%

7B8
1,977
6,983

8
1,083

12
2

4,274
162

33
34
35

$ $ s 167,867Subtotal General
Less; Non- depreciable Account(s)
Depreciable Plant (L29~L30) $

6,084,927
116,170

5,968,757 $

6,084,927
116,170

5,968,757

$ 623,732
2.8124%

KG
37
38
39

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [Col. (C), L29 - L34]

$
$

17,542
150,325



Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Oracle

OPERATING INCOME ADJUSTMENT no. 7 _ INCOME TAXES

LINE
no.
1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes $

[A]
COMPANY
PROPOSED

$ 5&978
1 L891
65869

[B]
STAFF

ADJUSTMENTS
$ 13,487

2,971
16,457$ $

[C]
STAFF

RECOMMENDED
$ 67,465

14,862
82,326

References:
Col [A]: Company Schedule C-1 Page 5
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
NO. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Oracle Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Oracle

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTV TAXES

$ $

$
$

1,126,215
2

2,252,430
1,126,215
3,378,645

3
1,126,215

2
2,252,430

$

$

1 ,126,215
2

2,252,430
1 ,089,248
3,341 ,678

3
1 ,113,893

2
2,227,785

$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line

2,252,430
22.5%

506,797
10.2000%

$

2,227,785.11
22.5%

501,252
10.2000%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 51 ,693
53,921

18
19
20
21

$ (2,228)Staff Test Year Adjustment (Line 16-Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

51 ,128
51 ,693

(566)

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

(566)
(36,967)
1.5300%



ARIZONA WATER CUMPANY
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Arizona Water Company - Winkelman Water System
Doeket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
Winkelman

GROSS REVENUE CONVERSION FACTOR

LINE
n o . DESCRIPTION IA] LBS [C] [01

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncolleeible Factor (Line 11)
Revenues (L1 .. L2)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (La LE)
Revenue Conversion Factor (L1 I L5)

100.0000%
0.0000%

100.0000%
405330%
59.4670%

1 681605356

7
8
9

1 0
11

Calculation of Uncollectible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - L8 )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

100.0000%
38.5989%
61 .401 1 %

0.0000%
0

12
1 3
1 4
15
1 6
1 7

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100.0000%
6.9680%

93.0320%
34.0000%
0.3163088
385989%

1 8
1 9
20
21
22
2 3

100.0000°/o
38.5989%
61 .401 1%

3.1500%
0019341353

Calculation of Effective Propertv Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 - L19)
Property Tax Factor (All-12, L24)
Effective Property Tax Factor (L 21 " L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 40.5330%

24
25
26

$
$

27,231
13,738

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating Income (L24 - L25) s 13,492

27
28
29

$
$

9.595
1,11a

income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 L28) $ 8,482

s 121,410
0.0000%

3 0
3 1
3 2
3 3
3 4

$
$

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 » L33) $

35
36
37

$
$

10,044
9,329

Property Tax with Recommended Revenue (All~12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
Increased in Property Tax Due to Increase in Revenue (All-12, L22) $ 715

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 22,688

Test Year

$
$
$
$

98,722
83,871
11,968
2,88a

6.9680%

$ 22,688

STAFF
Recommended

$ 121 ,410
$ 84,585
$ 11 ,968
$ 24,857

6.9680%

s

1 ,732
$

$
2,682

201
$

$
23,125

3 9
4 0
4 1
4 2
4 3
4 4
4 5
4 6
4 7
4 8
4 9
5 0
5 1
5 2

$ 912 $ 7,863

Calculation of Income Tax:

Revenue (Schedule All-3, Col.[C], Line 4 & Sch. All-1, Col. [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 . L37~ L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 X L40)
Federal Taxable Income (Las - L85)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 . $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth lnoome Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

912
1,113

$
$

7.863
9.595

so Applicable Federal Income Tax Rate [col. (D), L42 . Col. (B). L42]1 [Col, (0). Las - Col. (A). Lee] 34.00%

54
55
56

$
Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col. [C], Line (17))
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized lnierest (L45 X L46) $

336,179
3.56%

11,968



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08~0440
Test Year December 31, 2007

Schedule All-3
Winkelman

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] [E]

UNE
no . DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

REVENUES:
$ $ $ $ 22,688 $Metered Revenues

Miscellaneous
Total Operating Revenues $

97,519
1,203

98,722 $ $

97,519
1 ,zoo

98,722 s 22,688 $

120,207
1,203

121,410

$ $ $ $ $
897 897.00 897

7,310 7.310 7,310

(2,369)

OPERA TING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

4,150
1,372

16,618
11,332

58
16,118
57,855 (2,369) $

4,150
1.372

14,249
11,332

58
16,118
55,486 $

4,150
1,372

14,249
11,332

58
16,118
55,486

Depreciation and Amortization Expenses 19,928 (2,109) 17,819 17,819

Taxes

1
2
3
4
5
6
7
8
9

1 0
11
1 2
1 3
14
1 5
1 6
17
1 8
1 9
20
21
22
2 3
24
25
26
27
28
29
30

1.871
412

(1,346)

# 6,950
1 ,531

715

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

(959)
(211)

10,675
1,236

10,741
88,524
10,198

$
$
$

937
(3,540)
3,540

$
s
$

912
201

9,329
1,236

11,678
84,984
13,738

$
s
s

9,196
9,196

13,492

$
$
$

7,863
1 ,732

10,044
1 ,236

20,874
94,180
27,231

References:
Column [A]:
Column[B]:
Column [C]:
Column [D]:
Column [E]:

Company Schedule C-1 Pg 6 of 11
Schedule All-4
Column [A] + Column [B]
Schedules All-1 and All-2
Column [C] + Column [D]



ADJ # DESCRIPTION REFFZENCES
1
2
3
4
5
6
7
B

Sourceof Supply
Pumping Expense
Water Treatment Expenses
Transmission & Distribution Expense
General 8= Administrative
DepreciationExpenses
Income Taxes
PropertyTaxes

Schedule All5
Schedule All-6
ScheduleAll-7
Schedule All-B
Schedule All-9
Schedule All-10
ScheduleAll-11
Schedule A1l-12

Arizona Water Company - Winkelman Water System
Docks! No. W-01445A-08-0440
Test Year December al. 2007

Schedule All-4
Winkelman

sum MARV OF OPERATING INCOME STATEMENT ADJUSTMENTS TEST YEAR

IAN IE] (F) III IH} [|] [JI

LINE
NO DESCRIPTION

COMPANY
As FILED

[B]
Water

Treatment
ADJ #1

IC]
Tank

Maintenance
ADJ #2

rm
Depreciation

Expense
ADJ #3

income Taxes
ADJ #4

Proneriy Tax
ADJ #5 ADJ#6 ADJ 987 ADJ #8

STAFF
ADJUSTED

OneretrheRevenues:
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

$ 44,901
50,095
1 ,774

s s s s s s $ s s 44,901
50,n>
1,774

s
748

97,519 s s s s $ s s s s
748

97,519

Miscellaneous
Total Operating Revenues s

1 .203
98,722 s s s s s s s s $

1,203
98,722

s s s s s s s s s s
B97 897

7.310 7,310

4150
1,372

15518
11332

58
15,118
57 B55

(2369)

OPERAT»WG EXPENSES:
Source of Supply Expenses

Purchased Water
Other

PumplngExpenses
PurchasedPower
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distrrbutnon Expenses
Customer AccountingExpenses
Sales Expense
Administrative and General Expenses

Total Operation and MarntenanceExpense s s s (2369) s s s s s s s

4.150
1.372

14249
11332

58
16,11a
55,488

Depreciation andArnortizatnonExpenses 19928 42.1091 17819

1.871
412

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes

(1,346)

1
2
3
4
5
e
7
8
9

10
11
12
13
14
15
18
17
i s
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

s

(959)
(211)

10,575
1.226

10,741 s s s s 22e3 s (345) s s $ s

912
201

9.329
1,2ae

11,678

Total OperatingExpenses
Operating Income (Income)

$
s

BB,524
10198

s
s

s
s

(4,737)
4.737

s
s

(2,109)
2,109

s
s

2.283
(2283)

s
s

(1,3461
1.346

s
s

s
s

$
s

s
$

84,984
13,738



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5
Winkelman

OPERATING INCOME ADJUSTMENT no. 1 _ SOURCE OF SUPPLY EXPENSES

[B]
STAFF

ADJUSTMENTS
$

LINE
no.

1
2
3

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses

[A]
COMPANY
PROPOSED
$ _

897
$ 897 $

[C]
STAFF

RECOMMENDED
$ _

897
$ 897

References:
Col [A]: Company Schedeule C-1 Page 6
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6
Winkelman

OPERATING INCOME ADJUSTMENT no. 2 _ PUMPING EXPENSES

LINE
n o .

1
2
3
4

[A]
COMPANY
PROPOSED
$ 7310

[B]
STAFF

ADJUSTMENTS
$

[C]
STAFF

RECOMMENDED
$ 7,310

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

4,150
11,460 $ $

4,150
11,460

Referenees:
Col [A]: Company Schedeule C-1 Page 6
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
Winkelman

OPERATING INCOME ADJUSTMENT no. 3 - WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 1372

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 1,372

Acct.
M

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

433 $

Staff
Recommended
s 433640

641
642

Operations Ledger
Water Treatment - Operations & Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense 841 841

LINE
n o .

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17

650
651
652

Maintenance Ledger
Water Treatment - Maintenance & Supervision
Water Treatment - Mains Struct & Improver
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-4 & JMR-7
Total

378 378

$

457
(737)

1 .372
-736

$ $

457
(737)

1,372

References:
Col [A]: Company Schedule C-1 Page 6
Col [B]: All Testimony



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
Winkelman

OPERATING INCOME ADJUSTMENT no. 4 - TRANSMISSION & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED
$ 16618

[B]
STAFF

ADJUSTMENTS
$ (2,369)

[C]
STAFF

RECOMMENDED
s 14,249

Normalization of Three Year Actual Tank Maintananace Expense
Year Expense

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

826

LINE
n o .

1

2
3
4
5
6
7
8
9

10
11
12
13

$ 826

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

275
2,644

(2,369)



Arizona Water Company Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9

Winkelman

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

LINE
no .
1

DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED
$ 16418

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 16,118

References:
Col [A]: Company Schedeule C-1 Page 6
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company . Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
Winkelman

OPERATING INCOME ADJUSTMENT no. s . DEPRECIATION EXPENSE

LINE

NO.
1

DESCRiPTiON
Depreciation and Amortization Expenses

[Ax
COMPANY
PROPOSED

$ 19,928

[B]
STAFF

ADJUSTMENTS
$ (2,t09)

IC]
STAFF

RECOMMENDED
$ 17,819

OPERATING INCOME ADJUSTMENT # . DEPRECIATION EXPENSE
[A] [B]

STAFF
DEPR. PLANT

BALANCE
Line
No.

ACCT
no. DESCRIPTION

PLANT IN SERVICE
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

$ 1
2,072

64
2,514

422

$ 1
2,072

64
2,514

422

0.00% $
0.00%
0.00%
0.00%
000%

(18,033) (18,033) (564)

6,073
157,859

e,07a
157,859

174
9,282

3,906
36,043

3,906
36,043

98
1 ,031

28,903
117,123

28,903
117,123

578
2,097

69,426
24,019
26,410

69,426
24,019
26,410

1 ,est
1,093

481

1
2
3
4
5
6
7
8
9

ID
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Plant In Service
301 Organization Cost
302 Franchise Cost

303
310
310

310.4
314
320
321
325
328
330
331
332
340
342
343
344
345
346
348
389
390
390
391
393
394
395
396
397
398

Other Intangibles
Water Rights
Other Source of supply Land
Wells - Other
Wells
Pumping Plant Land
Pumping Plant Structures & Improvements
Electric Pumping Equipment
Gas Engine Equipment
Water Treatment plant - Land
Water Treatment Structures and Improvements
Water Treatment Equipment
Transmission and Distribution .. Land
Storage Tanks
Transmission and Distribution Mains
Fire Sprinkler Taps
Services
Meters
Hydrants
General Plant Land
General Plant Structures
Leasehold Improvements
Office Furniture & Equipment
Warehouse Equipment
Tools, Shops, and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
intentionally Left Blank

A
336

2,a95
9,788

13
2,657

9
3

14,826
480

336
2,895
9,788

13
2.657

9
3

14,826
480

3.13%
0.00%
2,86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1 .79%
2.00%
2.38%
4.55%
1 .82%
0.00%
2.50%
8.87%
6.67%
5.00%
4.00%
5.00%
6.67%
8.67%
3.33%

8
193
653

1
106

0
0

989
16

$ $ $ 17,88733
34
35

Subtotal General
Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

487,809
5.073

482,736 $

487,809
5,073

482,736

$ 1.835
37054%

36
37
38
39

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense STAFF [CoI. (C), L29 - L34]

$
$

68
17,819



Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-11
Winkelman

OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAXES

LINE
no.

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes $

[A]
COMPANY
PROPOSED

$ (959)
Q14

un7w

[B]
STAFF

ADJUSTMENTS
$ 1,871

412
$ 2,283 $

[C]
STAFF

RECOMMENDED
$ 912

201
1,113

References:
Col [A]: Company Schedule C-1 Page 6
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - Winkelman Water System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
Winkelman

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTV TAXES

$ $

$
$

98,722
2

197,444
98,722

296, 166
3

98,722
2

197,444

$

$

98,722
2

197,444
121,410
318,854

3
106,285

2
212,570

$
$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

197,444
22.5%

44,425
21.0000%

$

212,569.61
22.5%

47,828
21 .0000%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 9,329
10,675

$ (1 ,346)18

19
20
21

Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$
$
$

10,044
9,329

715

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

715
22,688

3.1500%



ARIZONA WATER COMPANY

EASTERN GROUP :

SAN MANUEL
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Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-2
San Manuel

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION [A] [B] [C] [D]

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI _ LE)
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (LE L4)
Revenue Conversion Factor (L1 / L5)

100.0000%
0.0000%

100.0000%
40.0412%
59.9588%

1667811684

7
B
g

1 0
11

Calculation of Uncollectible Factor:
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (LE - LB )
Uncollectible Rate
Uncollectible Factor (LE * L10 )

1000000%
38.5989%
61.4011 %
0.0000%

0

12
1 3
14
1 5
1 6
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 . L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

100. 0000%
6. 9680%

93.0320%
34. Ooo0%
0. 3163088
38. 5989°/,

100.0000%
385989%
61 .4011 %
2.3490%

0014423123

1 8
1 9
2 0
21
2 2
2 3

Calculation of Effective Property Tax Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L18 L19)
Property Tax Factor (Al1.12. L24)
Effective Property Tax Factor (L 21 * L 22)
Combined Federal and State Tax and Property Tax Rate (L17+L22) 40.0412%

$
$

163,578
(38,732)

24
25
26

Required Operating Income (Schedule All-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule All-3, Line 30)
Required Increase in Operating Income (L24 - L25) $ 202,310

$
$

57,636
(69,543)

27
28
29

Income Taxes on Recommended Revenue (Col (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) $ 127,179

$ 1,149,774
0.0000%

$
$

30
31
32
33
34

Recommended Revenue Requirement (Schedule All-1, Line 10)
Uncoiiectible Rate (Line 10)
Uncoliectibie Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncoliectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 L33> $

$
s

65,173
57,247

35
36
37

Property Tax with Recommended Revenue (All»12, L19)
Property Tax on Test Year Revenue (All-12, L 16)
lncreasee in Property Tax Due to Increase in Revenue (All-12, L22) $

38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $

7,926

337,415

Test Year

$
$
$
$

812,359
920,834
71,894

(180, 168)
6.9680%

$ 337,415

STAFF
Recommended

$ 1 ,149,774
$ 928,560
$ 71 ,894
$ 149,321

6.9680%
10.405

$
$

(167,614)
(12,554)

$
$

138,916

$ (56,989) $ 47,231

39
40
41
42
43
44
45
46
47
48
49
50
51
52

Calculation of Income Taxi

Revenue (Schedule All»3, CoI.[C], Line 4 BI Sch. AII-1, Col [B], Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L37- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 - L35)
Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 - $75,0D0) @ 25%
Federal Tax on Third Income Bracket ($75,001 $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

$
$

(56,989)
(69,543)

$
$

47,231
57,636

53 Applicable Federal Income Tax Rate [COL (D), L42 - Col (B), L42] / [Col (C), L36 . Col. (A), L36] 34.00%

5554
55
56

Calculation of Interest Synchronization:
Rate Base (Schedule BKB-1, Col. [D])
Weighted Average Cost of Debt (Schedule DCP-1)
Synchronized Interest (L45 X L46) $

2,019,483
3.56%

71,894



Arizona Water Company - San Manuel System
Docket No. W-01445A-0841440
Test Year December 31 , 2001

Schedule All-3
San Manuel

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[Bl [Do [E]

LINE
NO. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ s $ 3374415 $

REVENUESJ
Metered Revenues
Miscellaneous

Total Operating Revenues s

801 ,946
10,413

812,359 $ $

801 ,946
10,413

812,359 $ 337,415 $

1,139,361
10,413

1,149,774

$ 241,318
6,907

$ s 241,318
6,907

s $ 241 ,318
6,907

38,358 38,358 38,358

(5,389)

OPERATING EXPENSES:
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
Purchased Power
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense $

34,669
40,816

145,743
104,642

497
140,854
753,804 s (5,389) $

34,669
40,816

140,354
104,642

497
140,854
748,415 $ $

34,669
40,816

140,354
104,642

497
140,854
748,415

Depreciation and Amortization Expenses 106,134 (264) 105,870 105,870

Taxes

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

6,379
1,405

(10,923)

104,220
22,959

Federal Income Taxes
State Income Taxes
Property Taxes
Other
Total Taxes
Total Operating Expenses
Operating Income (Loss)

$
$
$

(63,368)
(13,959)
68.170

9.102
(55)

859,883
(47,524)

s
$
$

(3,139)
(8,792)
8,792

$
$
$

(56,989)
(12,554)
57,247

9.102
(3,194)

851 ,091
(38,732)

$
$
$

127,179
127,179
210,236

$
$
$

47,231
10,405
65,173

9,102
131.911
9B6,196
163,578

References:
Column [A]; Company Schedule C-1 Pg. 4 of 11
Column [B]: Schedule All-4
Column [C]: Column [A] 4» Column [B]
Column [D]: SchedulesAll-1 and All-2
Column [E]: Column [C] + Column [D]



ADJ 1: DESCRIPTION REFRENCES
1
2
a
4
5
6
7
8

Source of Supply
P oping Expense
Water Treatment Expenses
Transmission 8. Distribution Expense
Generala Administrative
Depreciation Expenses
Income Taxes
Property Taxes

Schedule All»5
Schedule All-B
Schedule All-7
Schedule All-B
Schedule All-9
Schedule All-10
Schedule All-11
Schedule All-12

Arizona Waiter Company - San Manuel System
Docket No. W-01445A-0B-0440
Test Year December 31 2007

Schedule All-4
San Manuel

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS .. TEST YEAR

[AI [G] 1H1 [ll IJ]

LINE
NO. DESCRIPTION

COMPANY
AS FILED

[Bl
Water

Treatment
ADJ #1

rel
Tank

Maintenance
ADJ #Q

[D]
Depreciation

Expense
ADJ#3

[El
income
Taxes

ADJ #4

[F]
Property
Taxes
ADJ #5 ADJ we ADJ #7 ADJ #8

STAFF
ADJUSTED

OeeretfneRevenues.
Residential
Commercial
Industrial
Private Fire Service
Other Water Revenues

Total Water Revenues

s 646,904
143,872

$ s s s $ s s s $ 546,904
143,872

s

56
11,114

801,946 s s s s s $ $ s s

56
11,114

801,946

Miscellaneous
Total Operating Revenues $

10,413
812,359 s s s s s s $ $ s

10,413
812,359

s 241,318
e.9o7

s s s s s s s $ s 241,318
6,907

38,358 38,358

(5_3B9)

Q.E='§L.9f8.l[LMQ§8,E§LV.§E§;
Source of Supply Expenses

Purchased Water
Other

Pumping Expenses
PurchasedPower
Purchased Gas
Other

Water Treatment Expenses
Transmission and Distribution Expenses
Customer Accounting Expenses
Sales Expense
Administrative and General Expenses

Total Operation and Maintenance Expense s

34,669
404816

1451743
1044642

497
140*854
753,804 s s s s (5,389) S s s $ s

34,669
40,816

140,354
104,642

497
140,854
748,415

Depreciation and Amortization Expenses 106 134 (254) 105,870

5.379
1.405

(10,923)

Taxes
Federal Income Taxes
State Income Taxes
Property Taxes
Other

Total Taxes s

(61368)
(13,959)
68,170
s,102

(55) s s s s S s s 7.784 $ (10,923) s

(56,989)
(12,554)
57,247
9,102

(3,194l

1
2
3
4
5
6
7
B
g

10
11
12
13
14
15
16
17
la
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
35
37

Total Operating Expenses
Operating Income [income]

s
s

859,883
(47,524 )

s
s

s
s

s
s

s
s

(10,778)
10.?7B

s
s

s

8

(264)
2e4_

s
s

7.784
(7,784)

s
s

(10,923)
10,923

$
s

851,091
(38,732)



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-5

San Manuel

OPERATING INCOME ADJUSTMENT no. 1 - SOURCE OF SUPPLY EXPENSES

L IN E

n o .

1

2

3

[B]
STAFF

ADJUSTMENTS
$

DESCRIPTION
Purchased Water
Other
Total Source of Supply Expenses $

[Al
COMPANY
PROPOSED
$ 241,318

6,907
248,225 $

[C]
STAFF

RECOMMENDED
$ 241,318

6,907
248,225$

References:
Col [A]: Company Schedeule C-1 Page 4
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-6

San Manuel

OPERATING INCOME ADJUSTMENT no. 2 _ PUMPING EXPENSES

LINE
n o .

1
2
3
4

[A]
COMPANY
PROPOSED
$ 38,358

[B]
STAFF

ADJUSTMENTS

$

[C]
STAFF

RECOMMENDED
$ 38,358

DESCRIPTION
Purchased Power
Purchased Gas
Other
Total Pumping Expenses $

34,669
73,027 $ $

34,669
73,027

References:
Col [A]: Company Schedeule C-1 Page 4
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-7
San Manuel

OPERATING INCOME ADJUSTMENT no. 3 . WATER TREATMENT EXPENSES

DESCRIPTION
Water Treatment Expenses

[A]
COMPANY
PROPOSED
$ 40,816

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 40,816

Acct.

N ;
640
641
642

Operations Ledger
Water Treatment - Operations & Supervision
Water Treatment - Operations Chemicals
Water Treatment - Operations Labor & Expense

Calculation of Water Treatment Expense Adjustment
Company Staff
Recorded Adjustment

4,001 $
1,465
8,029

Staff
Recommended
$ 4,001

1 ,465
8,029

LINE
n o .

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16

650
651
652

Maintenance Ledger
Water Treatment - Maintenance 8< Supervision
Water Treatment - Mai ft Struck gt Improver
Water Treatment - Maintenance & Equipment
Company Adjustment JMR-3, JMR-4 8< JMR-7
Total

3,491 3,491

$

4,242
19,588
40,816 $ $

4,242
19,588
40,816

References:
Col [A]: Company Schedule C-1 Page 4
Col [B]:
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-8
San Manuel

OPERATING INCOME ADJUSTMENT no. 3 _ TRANSMISSION N & DISTRIBUTION EXPENSES

DESCRIPTION
Transmission and Distribution Expenses

[A]
COMPANY
PROPOSED
$ 145,743

[B]
STAFF

ADJUSTMENTS
$ (5,389)

[C]
STAFF

RECOMMENDED
$ 140,354

Normalization of Three Year Actual Tank Maintananace Expense
Year

Tank Maintenance expense
Tank Maintenance expense
Tank Maintenance expense
Total

2005
2006
2007

LINE
n o .

1
2
3
4
5
6
7
8
9
10
11
12
13

$

Expense
27,077
1 ,550
2,238

30,864

Normalized Three Year Average
Company Proposed
Staff Adjustment

$
$
$

10,288
15,677
(5,389)

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-9

San Manuel

OPERATING INCOME ADJUSTMENT no. 5 - ADMINISTRATIVE & GENERAL EXPENSES

L I N E

n o .

1

DESCRIPTION
Administrative and General Expenses

[A]
COMPANY
PROPOSED
$ 140,854

[B]
STAFF

ADJUSTMENTS
$ _

[C]
STAFF

RECOMMENDED
$ 140,854

References:
Col [A]: Company Schedeule C-1 Page 4
Col [B];
Col [C]: Col. [A] + Col. [B]



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-10
San Manuel

OPERATING INCOME ADJUSTMENT no. 6 . DEPRECIATION EXPENSE

LINE

no.
1

DESCRIPTION
Depreciation and Amortization Expenses

[A]
COMPANY
PROPOSED

$ 106,134

[B]
STAFF

ADJUSTMENTS
$ (254)

[C]
STAFF

RECOMMENDED
$ 105,870

OPERATING INCOME ADJUSTMENT # .. DEPRECIATION EXPENSE

[A]

Line
No. DESCRIPTION

PLANT IN SERVICE
BALANCE

[B]
STAFF

DEPR PLANT
BALANCE

[C]
STAFF

RECOMMENDED
RATE

[D]
STAFF

RECOMMENDED
EXPENSE

$ 11 $ 11

477

169,941

1

477
169,941

1

0.00% $
0.00%
0.00%
0.00%
0.00%

5,560
7,000

14,110
354,976

5,560
7,000

14,110
354,976

174

404
20,873

2,000
42,612

1,354,012
69,500
98,403

1,025,419
100

329,052
124,886
65,596

2,000
42,612

1,354,012
69,500
98,403

1,025,419
100

329,052
124,886
65,596

1 ,065
38,725

1,968
18,355

2
7.831
5,682
1,194

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

ACCT

Plant In Service
301 Organization Cost
302 Franchise Cost

303 Other intangibles
310 Water Rights
310 Other Source of Supply Land
310 Wells - Other
314 Wells
320 Pumping Plant Land
321 Pumping Plant Structures & Improvements
325 Electric Pumping Equipment
328 Gas Engine Equipment
330 Water Treatment Plant - Land
331 Water Treatment Structures and Improvements
332 Water Treatment Equipment
340 Transmission and Distribution - Land
342 Storage Tanks
343 Transmission and Distribution Mains
344 Fire Sprinkler Taps
345 Services
346 Meters
348 Hydrants
389 General Plant Land
390 General Plant Structures
390 Leasehold Improvements
391 Office Furniture & Equipment
393 Warehouse Equipment
394 Tools, Shops, and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communications Equipment
398 Miscellaneous Equipment
- intentionally Left Blank

A
21,821
57,322

175,420
1 ,227

74,962
2.684
2.719

104,320
17,346

21,821
57,322

176,420
1,227

74,962
2,684
2,719

104,320
17,346

3. 13%
0.00%
2.86%
5.88%
4.00%
0.00%
2.50%
2.86%
0.00%
2.00%
1.79%
2.00%
2.38%
4.55%
1.82%
0.00%
2.50%

20.00%
6.67%
5.00%
4.00%
5.00%
6.67%
6.67%
3.33%

545
11,464
11,767

61
2.998

134
181

6,958
578

33
34
35

$ s $ 130,961Subtotal General
.. Less: Non- depreciable Account(s)
Depreciable Plant (L29-L30) $

4,122,476
248,930

3,873,546 $

4,122,476
248,930

3,873,546

36
37
38
39

Contributions-in-Aid~of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [CoI. (C), L29 - L34]

$ 742,146
3.3809%

$
$

25,091
105,870



Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31 , 2007

Schedule All-11
San Manuel

OPERATING INCOME ADJUSTMENT no. 7 _ INCOME TAXES

LINE
no.

1
2
3

DESCRIPTION
Federal Income Taxes
State Income Taxes
Federal and State Income Taxes

$

$

[A]
COMPANY
PROPOSED

(63,368)
(13,959)
(77,327)

[B]
STAFF

ADJUSTMENTS
$ 6,379

1,405
7,784$

[C]
STAFF

RECOMMENDED
$ (56,989)

(12,554)
$ (69,543)

References:
Col [A]: Company Schedule C-1 Page 3
Col [B]: All Testimony
Col [C]: Schedule All-2



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Arizona Water Company - San Manuel System
Docket No. W-01445A-08-0440
Test Year December 31, 2007

Schedule All-12
San Manuel

OPERATING INCOME ADJUSTMENT no. 8 - PROPERTY TAXES

$ s

$
$

$

812,359
2

1,624,718
812,359

2,437,077
3

812,359
2

1,624,718 $

812,359
2

1,624,718
1 ,149,774
2,774,492

3
924,831

2
1,849,661

$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule All-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

1,624,718
22.5%

365,562
15.6600%

$

1,849,661 .28
22.5%

416,174
15.6600%

16
17

Staff Proposed Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax

$ 57,247
68,170

18

19
20
21

$ (10,923)Staff Test Year Adjustment (Line 16-Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
increase/(Decrease) to Property Tax Expense

$
$
$

65,173
57,247
7,926

22
23
24

Decrease to Property Tax Expense
Increase in Revenue Requirement
Decrease to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$
$

7,926
337,415
2.3490%
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 716 GPD per connection in July, and the low
water use was 300 GPD per connection in March. The average annual use was 491 GPD per
connection.

84I)

Jan'07 Feb May Jul

Months

Non-account Water

The Company reported 1,106,497.000 gallons pumped, 1,020,285,000 gallons sold and
1,872.000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 7.6
percent. This percentage is within the acceptable limit of 10 percent.

c. SYSTEM ANALYSIS

Based cm the data provided by the Company for the Test Year, Staff concludes that the
Sedona system's source capacity of 3,680 GPM and storage capacity of 3,302,800 gallons is
adequate to serve the present customer base and reasonable growth.
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D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have over 6,000 connections by 2012. The Figure below depicts actual growth from 2003 to
2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump
<Hp)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

RR 55-
616671

30 155 400 8 2 1963 Arsenic Treatment
Chlorination System

WHM 55-
616670

5 23 15 8 1 1961 Arsenic Treatment
Chlorination System

SGR 55-
518969

60 265 613 8 2 1989 Arsenic Treatment
Chlorination System

vv well #1311 55-
212110

75 50 1005 16 6 2007 Arsenic Treatmentl
Chlorination System

VV well #1
(not in service)

55-
616672

10 578 6 2 1973

SU
(inactive)

55-
632272

16 8 1952

Total 493
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6. Vallev Vista PWS# 13-114112

A. LOCATION AND DESCRIPTION OF SYSTEM

The Valley Vista system serves the Village of Oak Creek area in Yavapai County. The
Company's Valley Vista and Sedona distribution systems are approximately 2-1/2 miles apart
(straight-line distance) and are not physically interconnected. Major plant in service includes 4
active wells, 4 arsenic treatment plants, 3 storage tanks, pumping facilities and a distribution
system serving 735 connections. A breakdown of the plant facilities is tabulated below:

Wells

10 Also known as "Rancho Rojo" or "Village of Oak Creek"
11 This new well (VV well#l3) was placed in service in November 2008. It replaced VV well #1,
re Arsenic Treatment for VV well #13 (DWR# 55-212110) is temporary provided by an EPA plant, that was used
previously for VV well #l. See Section 'C' (System Analysis) for more details.



Well ID Plant Name Maximum
Capacity
(GPM)

Manufacturer/
Vendor

Ownership Year Site
Preparation
Completed

Plant Placed
in Operation

RR Rancho
Raja

120 LeaseBasin January,-§6)6 June,
2006

WHM Wild Horse
Mesa

25 Basin Lease January, 2006 June,
2006

SGR Sedona Golf
Resort

300 Basin Lease August,
2006

February,
2007

VV
Well #13

EPA 50-60 Kinetics AWC Owned June ,
2004

June,
2004

Storage Tanks Pressure Tanks Booster Pumps
Capacity
(gallons)

Quantity Capacity
(gallons)

Quantity Capacity
(HP)

Quantity

. - -

11150,000 1 1 ,000 7.5
175,000 1 5,000 2 10 1
250,000 1 20 1

Total 575,000 30 1

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

4 8,400 5/8x3/4 605 424
6 39,104 1 117
8 35,520 2 28

12 900 Comp.3 1
Comp.4 2
Comp.8 1

Total 750
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Arsenic Treatment Plants

B. WATER USE

Water Sold

The Figure below represents  the water  consumpt ion da ta  for  the tes t  year  ending
December  31 ,  2007 ,  p r ovided by the Compa ny in i t s  wa ter  use da ta  sheet . Customer
consumption included a high monthly water use of 791 GPD per connection in July, and the low
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water use was 285 GPD per connection in March. The average annual use was 500 GPD per
connection.

791

QB

Jan'07 Feb We Apr WY Jun Jul

Menihc

Aw SOP Of! Nov Dee

Non-account Water

The Company reported 141,039,000 gallons pumped, 134,431,300 gallons sold and
244,600 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 4.5
percent. This percentage is within the acceptable limit of 10 percent.

SYSTEM ANALYSIS

Based on the present production of 493 GPM, storage capacity of 575,000 gallons and
water use data,Staff concludes that the Valley Vista system has adequate storage, but inadequate
production capacity to serve its customer base.

The Company has indicated that the new well Vv#l3 pumping capacity is 300 GPM, but
a valve on the discharge piping is throttled to allow only 50-60 GPM to run through the existing
EPA Arsenic Plant. The Company stated that design of a new arsenic treatment plant began on
June 19, 2008. The Company anticipates that upon completion of the new arsenic treatment
plant for this well, the well production could be increased to 300 GPM. When these
improvements are installed, the Company's modified system will have adequate production and
storage capacities to serve its customer base and reasonable growth.
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D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 800 connections by 2012. The Figure below depicts actual growth from
2003 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water
Treatment
System

#5 55-
616647

50 153 1252 6 3 1977 Chlorination
System

#10 55-
616651

125 305 1330 12 4 1977 Chlorination
System

#11 55-
568934

125 300 1360 12 4 1999 Chlorination
System

Inactive 55-
616650

15 320 6 1976

Total 758

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)

Quantity

40,663 1 1,000 1 1.5 1
100,000 2 15 6
500,000 2 30 1

Total 1,240,000

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 5,555 5/8x3/4 2,873 106
3 1,153 1 8

4 71,040 2 6
6 87,487
8 5,064
10 560

Total 2,887
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7. Pinewood PWS # 03-002

A. L()CATION AND DESCRIPTION GF THE SYSTEM

This system is located in the Munds Park area, approximately 17 miles south of Flagstaff
in Coconino County. Major plant in service includes 3 active wells, 5 storage tanks, pumping
facilities and a distribution system serving approximately 2,895 connections. A breakdown of
the plant facilities is tabulated below:

Wells
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WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 211 GPD per connection in July, and the low
water use was 29 GPD per connection in March. The average annual use was 88 GPD per
connection.

Jlh'07 Feb Mar Apr We Jun Jul

Martha
MY 5°P w Nov Dec

Non-account Water

The Company reported 126,878,000 gallons pumped, 93,128,400 gallons sold and
722,000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 26
percent, which exceeds the recommended threshold amount of 10 percent.

Staff recommends that the Company continue to record and monitor monthly water
losses, repair any leak as soon as it is discovered and implement a defective plant replacement
program as a long term solution. Staff recommends that the Company evaluate its water system
and prepare a report for corrective measures demonstrating how the Company will reduce its
water loss to less than 10 percent. If the Company finds that reduction of water losses to less
than 10 percent is not cost-effective, the Company shall submit a detailed cost analysis and
explanation demonstrating why the water loss reduction to less than 10 percent is not cost
effective. The water loss should not be allowed to remain greater than 15 percent.
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c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Pinewood system's source capacity of 758 GPM and storage capacity of 1,240,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have over 2,960 connections by 2012. The Figure below depicts actual growth from 2003 to
2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump

(HP)
Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

#1 55-
616652

15 90 116 10 3 1970 Arsenic Treatment
Chlorination System

#2 55-
616653

30 173 210 10 4 1968 Arsenic Treatment
Chlorination System

#3 55-
616654

7.5 45 300 6 2 1966 Arsenic Treatment
Chlorination System

#4 55-
616655

7.5 55 70 6 2 1964 Arsenic Treatment
Chlorination System

MH 3 55-
591459

75 334 1,020 16 4 2003 Arsenic Treatment
Chlorination System

MHZ 55-
803288

5 30 80 6 2 1969 Arsenic Treatment
Chlorination System

MH 1
(not in service)

55-
803289

80 6

Total 727
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8. Rimroek PWS # 13-046

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system is located in Rirnrock, approximately 10 miles northeast of Camp Verde in
Yavapai County. Major plant in service includes 6 active wells, 6 arsenic treatment plants, 3
storage tanks,  pumping facilit ies  and a  dist r ibut ion system serving approximately 1,261
connections. A breakdown of the plant facilities is tabulated below:

Wells



Well ID Plant Name Maximum
Capacity
(GPM)

Manufacturer/
Vendor

Ownership Year Site
Preparation
Completed

Plant Placed
in Operation

#1 Rimrock
Well#1 Plant

100 Basin Lease January
2006

June
2006

#2 Rimrock
We1l#2 Plant

300 Basin Lease December
2005

February
2007

#3 Rimrock
We1l#3 Plant

45 Basin Lease January
2006

June
2006

#4 Rimrock
Well#4 Plant

120 Basin Lease February
2006

June
2006

MH 3 Montezuma
Haven Plant

300 Basin Lease March
2006

April
2007

MHZ EPA Plant 30 Adedge AWC
Owned

May
2004

February
2005

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

100,000 1 350 1 5 2
160,000 1 1,350 1 10 2
200,000 1 3,000 1 15 3

5,000 1
Total 460,000

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 24,763 1,2335/8x3/4 - 63
3 1,350 1 9
4 67,393 2 4
6 54,688
8 3,638

Total 1,246
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Arsenic Treatment Plants
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WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 334 GPD per connection in July, and the low
water use was 143 GPD per connection in December. The average annual use was 212 GPD per
connection.

Jan'°7 Feb Mar Apr May Jun Jul

Mcntho
A09 S°P Of Norm Doe

Non-account Water

The Company reported 109,930,000 gallons pumped, 97,698,200 gallons sold and
249,000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of ll
percent, which exceeds the recommended threshold amount of 10 percent.

Staff recommends that the Company continue to record and monitor monthly water
losses, repair any leak as soon as it is discovered and implement a defective plant replacement
program as a long term solution. Staff recommends that the Company evaluate its water system
and prepare a report for corrective measures demonstrating how the Company will reduce its
water loss to less than 10 percent. If the Company finds that reduction of water loss to less than
10 percent is not cost-effective, the Company shall submit a detailed cost analysis and
explanation demonstrating why the water loss reduction to less than 10 percent is not cost
effective.
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c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Rimrock system's source capacity of 727 GPM and storage capacity of 460,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 1,450 connections by 2012. The Figure below depicts actual growth from
2003 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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System Name Superstition
(partially consolidated)

Miami Winkehnan San Manuel
(consecutive

to PWS#
11-347)

Oracle Sierra
Vista

Bisbee

Apache
Junction

Superior

PWS ID# 11-021 04-
002

11-02004-003 11-019 - 02-
004

0é§001

ADEQ
compliant

yes yes yes yes yes yes yes yes

ADWR
Compliant?

yes no yes yes yes no yes yes

AMA Phoenix Phoenix n/a n/a n/a Tucson n/a n/a

Number of
Connections
at the end of
the test year

19,667 1,346 3,104 169 1,563 1,552 2,920 3,457

Is a production
capacity

adequate?

yes yes yes yes n/a yes yes yes

Is a storage
capacity

adequate?

yes yes yes yes yes yes yes yes

WaterLoss 7.4% 18.4% 7.8% 12% 10.7% 9.3% 5.4% 16%
MAP fee no yes yes yes no yes yes yes

Number of
Arsenic

treatment plans

2 1 none none 1 none HOH€ none

Purchased
Potable Water

yes no no no yes no no no

Date of
site visit

1/21 &
1/22/09

1/22/09 1/15/
09

1/6/09 1/6/09 1/7/09 11/20/
08

11/19/08

The Eastern Group consists of eight independent water systems. These systems are not
physically interconnected. Statistical information for these systems is tabulated below:

111. EASTERN GROUP

SUMMARY

EXHIBIT KS
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I
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(AWC proposecfl
consolidation)

I
I
I
I
I
I
I
I
I
l
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I
I
I
I
l
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I
I
I

(AWC proposed
conso1idation)13

I
I
I
I
I
I
I
I
I
I
I
I

13 For location information see Map III-a.
14 For location information see Map III-b.



EXHIBIT KS
Page 35 of 92
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AWC
Well ID

ADWR
Well

ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

Well # 12 55-616591 300 500 852 16 8 1970
(Baseline)

Arsenic Treatment
Chlorination System

Well # 14 55-616589 200 422 1000 20 8 1979
Well # 15 55-565551 400 1270 1467 16 8 1998
Well # 16 55-572660 600 2500 1510 18 12 2000

Well # 18 55-210431 300 960 1450 18 8 2007
Well# 11 55-616592 250 800 744 10 6 1960 (Oasis)

Arsenic Treatment
Chlorination System

Well # 13 55-616590 600 2500 900 20 12 1976
Well # 19 55-212858 600 2500 1300 18 12 2007

Ranch 160 WE
(not in service)

55-583450 We n/a 1150 12 n/a 2000 Ma

Ranch 160 WE
(not in service)

55-588620 n/a n/a 1250 16 n/a 2002 n/a

Total 11,452

EXHIBIT KS
Page 37 of 92

1. Apache Junction PWS # 11-004

A. LOCATION AND DESCRIPTION OF THE SYSTEM

Apache Junction system ("AJ") serves the Apache Junction area in Pine] and Maricopa
Counties. In order to reduce reliance on groundwater, the Company obtained water allocations
from Central Arizona Project ("CAP"). AJ supplements its  groundwater  supply with the
Company's  a llocated CAP water ,  which has been trea ted by the City of Mesa  CAP water
treatment plant ("Mesa")15. AJ also wheels water from Mesa to the Apache Junction Water
Company ('=A]WQ")16.

Major plant in service includes 8 active wells,  2 arsenic treatment plants,  14 storage
tanks, pumping facilities and a distribution system serving approximately 19,667 connections. A
breakdown of the plant facilities is tabulated below:

Wells

15 Per Agreement for treatment and delivery of the Company's CAP allocation between Mesa and AWC
16 Per Agreement for treatment and delivery of CAP water between Mesa, AJWC and AWC



Description
Meter Size
(in inches)

Capacity
of point of
delivery
(GPM)

Gallons
Obtained

Water

Treatment

City of Mesa CAP Treatment Plant
(AWC CAP allocation of 6,000 acre-ft/yr)

8 3,600 927,863,000
(2,848 acre-ft/yr)

none

Well ID Plant
Name

Maximum
Capacity
(GPM)

Manufacturer/
Vendor

Ownership Year Site
Preparation
Completed

Plant Placed
in Operation

Wells
#12,#14, #15, #16

&#18

4,500 Layne AWC Owned October
2006

May
2007

Baseline
ATP

Wells
#11 #13 & #197

Oasis
ATP

2,500 Layne AWC Owned January
2007

April
2007

Storage Tanks Pressure Tanks Booster Pumps

Capacity (gallons) Quantity Capacity
(gallons)

Quantity Capacity
(HP)

Quantity

150,000 1 1,500 1 5 2

300,000 1 2,500 1 10 5

500,000 2 5,000 3 20 5

550,000 1 7,700 1 25 1
1,000,000 4 20,000 ] 30 1
1 ,400,000 1 40 11

2,000,000 2 50 2
4,000,000 2 75 4

100 3

150 2
200 1

Total 19,290,360
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Other Water Source

Arsenic Treatment Plants



Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 36,373 5/8x3/4 17,323 1,609
3 2,580 1 1,951
4 133,771 2 217
6 883,333 Comp.3 22

8 448,484 Turbos 3

12 236,361 Comp.4 13

14 107,760 Turbo4 9

16 23,871 Comp.6 2

20 11,875 Turbo6 20

24 5,883 Turbos 2

36 26,397
Total 19,562
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B. WATER USE

Water Sold

The Company reported 20,004,000 gallons of inter-company sales from the Well #3 to its
Superior water system. At this time there is no interconnection between the AJ and Superior
systems. Well #3 is located in the Superior system's Desert Station well field (near Florence
Junction), and is part of the Superior System PWS# 11-021, as defined by ADEQ". Therefore,
Staff recommends that water obtained from Well # 3 be recorded and accounted for in the Water
Use Data for the Superior System.

The Figure below represents the water consumption data for the test year ending
December  31,  2007,  provided by the Company in its water  use data  sheet . Customer
consumption included a high monthly water use of 461 GPD per connection in September, and
the low water use was 304 GPD per connection in March. The average annual use was 371 GPD
per connection.

17 For more information see Superior System Location and Description.
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Jan'07 Feb Mar Apr may Jun Jul

Mcnlw
N19 S°P Of Nov Dao

Non-account Water

The Company reported 3,019,980,000 gallons obtained from all sources, 128,948,100
gallons wheeled to AJWC, resulting in net production of 2,891,031,900 gallons. The Company
also reported 2,658,972,300 gallons sold and 9,820,000 gallons of authorized non-revenue uses
for the test year, resulting in a water loss of 7.4 percent. This percentage is within the acceptable
limit of 10 percent.

SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the AJ
system has adequate production and storage capacities to serve its customer base and reasonable
growth.

GROWTH

Based on customer data provided by the Company, it is projected that this system could
have over 22,000 connections by 2012. The Figure below depicts actual growth from 2003 to
2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

Well #1 55-
624606

100 270 780 16 4 1963

Arsenic Treatment
Chlorination Systems

(2)

Well # 2 55-
624607

200 520 765 16 4 1960

Well # 3 55-
579701

250 620 1,100 16 6 2001

Total 1,410

Plant Name Maximum
Capacity
(GPM)

Manufacturer/
Vendor

Cwnership Year Site
Preparation
Completed

Plant Placed
in Operation

Desert Station 1 ,600 Layne AWC Owned Janus 2007 March 2007

Storage Tank Pressure Tank Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

Desert Station Tank 376,()00* 1 220 1 7.5 1
Town Tank 500,000 1 400 1*

2,200,000Queen Creek Tank 1 500 2*

Total 3,076,000
Note: (*) Desert Station site
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2. Superior PWS # 11-021

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Town of Superior in Pinal County through a transmission line
from the Company's Desert Station site near Florence Junction. At the Desert Station site, water
from three wells is treated at the arsenic treatment plant. Booster pumps deliver treated water
approximately 26 miles to the Town of Superior through aging above-ground steel transmission
line. There is a cooling tower at the Superior system°s Town Tank site, which operates during
the summer to reduce the water temperature.

Major  plant  in service includes 3 wells ,  l a rsenic treatment plant ,  3 storage tanks,
pumping facilit ies and a distr ibution system serving approximately 1,346 connections. A
breakdown of the plant facilities is tabulated below:

Desert Station Wells

Arsenic Treatment Plant



Mains Customer Meters Fire Hydrants

Size (inches) Length (feet) Size (inches) Quantity Quantity

2 31,106 5/8x3/4 1,305 81

3 5,110 1 12

4 39,148 2 15

6 36,190 Comp. 3 2

8 25,412
10 890
12 121,440 Total 1,334

419

aw

377
381

318

258

338
326

242

208

l
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 419 GPD per connection in November, and
the low water use was 208 GPD per connection in January. The average annual use was 300
GPD per connection.

Jan07 Feb May Jun Jul

Months
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Non-account Water

The Company reported 183,719,000 gallons obtained from all sources, 146,766,800
gallons sold and 3,112,700 gallonslg of authorized non-revenue uses for the test year, resulting in
a water loss of 18.4 percent.

Staff recommends that the Company continue to record and monitor monthly water
losses, repair any leak as soon as it is discovered and implement a defective plant replacement
program as a long term solution. Staff recommends that the Company evaluate its water system
and prepare a report for corrective measures demonstrating how the Company will reduce its
water loss to less than 10 percent. If the Company finds that reduction of water loss to less than
10 percent is not cost-effective, the Company shall submit a detailed cost analysis and
explanation demonstrating why the water loss reduction to less than 10 percent is not cost
effective. The water loss should not be allowed to remain greater than 15 percent.

C. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Superior system's source capacity of 1,410 GPM and storage capacity of 3,076,000 gallons is
adequate to serve its customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have over 1,430 connections by 2012. The Figure below depicts actual growth from 2003 to
2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.

18 This amount includes approximately 580,000 gallons of water used for the cooling process in the cooling tower.
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

Well # 6 55-616621 40 126 1088 16 1970 Chlorination System
Well # 7 55-616622 15 58 573 16 2 1963 Chlorination System
Well # 8 55-616623 20 24 1000 12 2 1951
Well # 9 55-616624 15 35 777 2 1963

Well# 11 55-616626 25 72 760 12 2 1969 Chlorination System
Well # 12 55-616627 50 90 840 16 3 1972 Chlorination System
Well # 17 55-616631 25 38 800 8 2 1976
Well # 18 55-616632 60 116 972 16 3 1979 Chlorination System
Well # 19 55-616633 25 60 800 12 2 1979
Well # 20 55-616634 30 75 1000 14 2 1981 Chlorination System
Well # 21 55-526519 15 60 1006 18 1 1990
Well # 22 55-527760 5 18 650 8 1 1990 Chlorination System
Well # 24 55-534905 10 14 910 6 1 1992
Well # 25 55-548894 30 60 900 8 2 1995 Chlorination System
Wall # 26 55-561712 30 90 1050 8 2 1998 Chlorination System

PCG wen # 2 7 " 55-584245 60 275 980 12 6 2000 Chlorination System
PCG Well # 28 55-585052 150 265 800 12 6 2001 Chlorination System

Well # 23
(inactive)

55-528263 10 14 600 10 2 1990 n/a

Well # 3
(inactive)

55-616619 n/a

Well # 10
(inactive)

55-616625 n/a

Total 1,476
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3. Miami PWS #04-002

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Miami area in Pima] County. The system has an emergency
interconnect with the City of Globe water system. Major plant in service includes 17 active
wells, 12 storage tanks, pumping facilities and a distribution system serving approximately 3,104
connections. A breakdown of the plant facilities is tabulated below :

Wells

19 The Company indicated that PCG Well 27 was the only wet] with elevated arsenic concentrations. The Company
was able to meet the arsenic standards by blending the flow from 3 wells: Well 12, PCG Well 27 and PCG Well 28.



Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)

Quantity

15,000 1 110 2 1.5 1
20,000 1 500 1 2 2
40,000 1 5,000 1 3 1
44,000 1 7.5 1
86,000 1 10 4

100,000 1 40 1
120,000 1 75 2
200,000 1 100 2
250,000 1
500,000 2

1,000,000 1

Total 2,375,000

Customer MetersMains Fire Hydrants
Size (inches) Size (inches)Length (feet) Quantity Quantity

2 5/8x3/4 2,969 132
3 17,603 1 67
4 76,146 2 44
6 117,936 Comp.3 4
8 52,533 Comp.4 1

10 990 Comp.6 2
12 710
14 110

Total 3,087
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31,  2007, provided by the Company in its water  use data~ sheet. Customer
consumption included a high monthly water use of 425 GPD per connection in July, and the low
water use was 186 GPD per connection in December. The average annual use was 273 GPD per
connection.
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Jan'O7 Fob Mer Apr WY Jun Jul

Months
AUG S09 Of Nov Due

Non-account Water

The Company reported 333,765,000 gallons pumped, 306, 175,700 gallons sold and
1,460,000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 7.8
percent. This percentage is within acceptable limit of 10 percent.

SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Miami system's source capacity of 1,476 GPM and storage capacity of 2,375,000 gallons is
adequate to serve the present customer base and reasonable growth.

GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 3,190 connections by 2012. The Figure below depicts actual growth from
2003 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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AWC
Well ID

ADWR
Well

ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water
Treatment
System

12 3 1951

Chlorination
System

Well # 2
(not in service)

55-
616694

25 412

Well # 3 55-
616637

30 300 200 12 4 ]957

Well #4 55-
616618

50 300 120 20 4 1978

Total 600

Storage Tank Pressure Tank Booster Pumps
Capacity
(gallons)

Quantity Capacity
(gallons)

Quantity Capacity
(HP)

Quantity

200,000 1 none none
10,000 1

Total 210,000

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 1,005 5/8x3/4 6 18

3 1,120 1 3

4 9,640 2 4
6 5,940 Comp. 3 1

Comp. 4 2
Total 167
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4. Winkelman PWS #04-003

A. L()CATI()N AND DESCRIPTION OF THE SYSTEM

This system is located in Winkelman in Pima] County. Major plant in service includes 2
active wells, 2 storage tanks, pumping facilities and a distribution system serving approximately
169 connections. A breakdown of the plant facilities is tabulated below:

Well
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WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 916 GPD per connection in July, and the low
water use was 282 GPD per connection in February. The average annual use was 585 GPD per
connection.

Jln'07 Feb Mer Apr May Jun Jul Aug Sep O f , Nov Dec

Non-account Water

The Company reported 41,562,000 gallons pumped, 36,529,100 gallons sold and 91,000
gallons of authorized non-revenue uses for the test year, resulting in a water loss of 12 percent,
which exceeds the recommended threshold amount of 10 percent.

Staff recommends that the Company continue to record and monitor monthly water
losses, repair any leak as soon as it is discovered and implement a defective plant replacement
program as a long term solution. Staff recommends that the Company evaluate its water system
and prepare a report for corrective measures demonstrating how the Company will reduce its
water loss to less than 10 percent. If the Company finds that reduction of water losses to less
than 10 percent is not cost-effective, the Company shall submit a detailed cost analysis and
explanation demonstrating why the water loss reduction to less than 10 percent is not cost
effective. The water loss should not be allowed to remain greater than 15 percent.
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c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Winkelman system's source capacity of 600 GPM and storage capacity of 210,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it appears that the Winkelman system
has had somewhat of an erratic customer count. A listing of number of connections at the end of
each year from 2003 to 2007 is tabulated below:

Therefore, Staff is unable to calculate a meaningful growth projection at this time.



Wells none

Description Master-Meter Size
(in inches)

Capacity
(GPM)

Gallons
Purchased

Water
Treatment

BHP Copper, Inc.
water system 16 1,500 215,464,000

Arsenic
Treatment

Plant Name Capacity
(GPM)

Manufacturer/
Vendor

Ownership Year Site
Preparation
Completed

Plant Placed
in Operation

San Manuel
|...........

August 2007Layne AWC Owned April 2007

Storage Tank Pressure Tank Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

1none750,000 1 100
250,000 1 50 1

Total 1,000,000 3 1
1 1

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

5552 1,5205/8x3/4 94
4 47,130 1 22

6 57,582 2 9

8 16,800 Turbo 3 1
10 4,560 Comp. 4 1
14 1,810 Turbo 6 3

16 2,000 Total 1,556
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5. San Manuel PWS #11-020

A. LOCATION AND DESCRIPTION OF THE SYSTEM

The San Manuel system serves the San Manuel area in Pinal County. This water system
has no wells and is purchasing water from the water system owned by BHP Copper, Inc. The
Company's San Manuel system provides arsenic treatment for purchased water. Major plant in
service includes l arsenic treatment plant, 2 storage tanks, pumping facilities and a distribution
system serving approximately 1,563 connections. A breakdown of the plant facilities is
tabulated below:

Wells

Other Water Sources

Arsenic Treatment Plant
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WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 545 GPD per connection in July, and the low
water use was 194 GPD per connection in December. The average annual use was 329 GPD per
connection.

_,4

Jan'¢7 FOb Mar NN ml JIM Jul

Months
MY so om Nov Dec

Non-account Water

The Company reported 215,464,000 gallons purchased, 189,799,200 gallons sold and
2,531,000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of
10.7 percent, which exceeds the recommended threshold amount of 10 percent.

Staff recommends that the Company continue to record and monitor monthly water
losses, repair any leak as soon as it is discovered and implement a defective plant replacement
program as a long term solution. Staff recommends that the Company evaluate its water system
and prepare a report for corrective measures demonstrating how the Company will reduce its
water loss to less than 10 percent. If the Company finds that reduction of water losses to less
than 10 percent is not cost-effective, the Company shall submit a detailed cost analysis and
explanation demonstrating why the water loss reduction to less than 10 percent is not cost
effective. The water loss should not be allowed to remain greater than 15 percent.
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c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
San Manuel system has adequate water supply and storage capacities to serve its customer base
and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it appears that San Manuel system has
had somewhat of an erratic customer count. A listing of number of connections at the end of
each year from 2003 to 2007 is tabulated below:

Therefore, Staff is unable to calculate a meaningful growth projection at this time.



AWC
Well
ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water
Treatment
System

12 6 1961 Chlorination
System

840Well #
2

55-
616636

125 500

Well #
3

55-
616638

125 420 1,000 16 6 1975 Chlorination
System

Well #
4

55-
522318

60 200 1,200 14 4 1988 Chlorination
System

Total 1,200

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

20,000 1 5,000
.-____

1 100 6
21,000 2 20 2

100,000 4
130,000 1

1,000,000 1

Total 1,592,000

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 5/8x3/4 1,461 104
4 1 73
6 2 10
8 Comp.6 1

12
14 Total 1,545
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6. Oracle PWS # 11-019

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Oracle area in Pinal County through a 13 mile transmission line
from the Company's well field. Major plant in service includes 3 wells, 9 storage tanks, pumping
facilities and a distribution system serving approximately 1,552 connections. A breakdown of
the plant facilities is tabulated below:

Wells
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 338 GPD per connection in July, and the low
water use was 152 GPD per connection in December. The average annual use was 229 GPD per
connection.

g

Jan07 Jun Jul

Non-account Water

The Company reported 147,782,000 gallons pumped, 128,457,200 gallons sold,
1,941,000 gallons of authorized non-revenue uses and 3,710,100 gallons for inter-company
sales for the test year, resulting in a water loss of 9.3 percent. This percentage is within the
acceptable limit of 10 percent. However, Staff recoimnends that the Company monitor this water
system closely and take action to ensure that the water loss remains less than 10 percent in the
future.

u The Company stated that 3.710,100 gallons for inter-company sales represent construction water used in the
Conlpany's Saddlebrook system which is not included in this rate case.
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c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Oracle systeln's source capacity of 1,200 GPM and storage capacity of 1,592,000 gallons is
adequate to serve the present customer base and reasonable growth.

D GROWTH

Based on customer data provided by the Company, it is projected that this system could
have over 1,650 connections by 2012. The Figure below depicts actual growth from 2003 to
2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water
Treatment
System

Well VM 1 7555-

616673

320 501 12 4 1975 Chlorination
System

Well VM 2 55-
616674

50 230 605 16 6 1965 Chlorination
System

Sulger West
Well # 3

55-
616679

10 100 500 12 3 1972 Chlorination
System

Sulger West
Well # 1

55-
616677

3 25 189 5 1 Chlorination
System

Sulger East
Well # 2

55-
616678

5 40 8 1 1964 Chlorination
System

Fuller
Well # 4

55-
616675

60 200 1250 18 8 1997 Chlorination
System

Stewart
Well # 5

55-
616676

250 670 950 16 8 1978 Chlorination
System

Graves
Well # 6

55-
561775

100 460 1500 16 6 1975 Chlorination
System

Total 2,045

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

10,000 1 287 1 7.5 3

12,000 1 5,000 4 10 3

100,000 1 7,000 1 20 1
130,000 1 10,000 3 25 2

250,000 1 40 4
1,000,000 1 75 1

]07 1
Total 1,502,000 150 1
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7. Sierra Vista PWS #02-004

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Sierra Vista area in Cochise County. Major plant in service
includes 8 wells, 6 storage tanks, pumping facilities and a distribution system serving
approximately 2,920 connections. A breakdown of the plant facilities is tabulated below:

Wells



Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 2,7595/8x3/Zi 2296,016
3 11,160 1 99
4 20,711 2 42
6 124,222 Comp.3 5

8 87,707 Turbo 3 1
12 22,762 Comp.4 2

Total 2,908

536 532
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 536 GPD per connection in June, and the low
water use was 266 GPD per connection in March. The average annual use was 381 GPD per
connection.

Jah'07 Apr Jun Jul

Months
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Non-account Water

The Company reported 428,360,500 gallons pumped, 404,521,700 gallons sold and
827,100 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 5.4
percent. This percentage is within the acceptable limit of 10 percent.

c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Sierra Vista system's source capacity of 2,045 GPM and storage capacity of 1,502,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 3,400 connections by 2012. The Figure below depicts actual growth from
2003 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
System

Well # 2 10 90 335 16
6._.-..

1954 Well # 255-
616586

Well # 3 55-
616585

100 750 270 16 10 1956 Chlorination
System

Well # 4 55-
616584

100 760 337 16 10 Chlorination
System

Fluoride System
Well # 5 55-

590620
100 470 1,183 16 6 2002 Chlorination

System
2,070Total

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

10,000 '200é 1 3 2
11,000 1 30 2

100,000 3 75 2
450,000 1 100 1
600,000 1 300 4

1,000,000 1

Total 2,381,000
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8. Bisbee PWS #02-001

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Bisbee area in Cochise County. Major plant in service includes 4
wells, 9 storage tanks, pumping facilities and a distribution system serving approximately 3,457
connections. A breakdown of the plant facilities is tabulated below :

Wells



Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 102,334 5/8x3/4 3,307 200
3 18,582 1 82
4 53,115 2 50
6 112,486 Comp.4 3

8 25,390
10 28,505
12 12,517

Total 3,439

$34
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WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet, Customer
consumption included a high monthly water use of 334 GPD per connection in June, and the low
water use was 183 GPD per connection in March. The average annual use was 235 GPD per
connection.

J8N'07 Feb Mar AP' msg Jun Jul

Months
Ava SUP Oct Nov Doc
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Non-account Water

The Company reported 356,545,700 gallons pumped, 297,398,800 gallons sold and
2,121,900 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 16
percent, which exceeds the recommended threshold amount of 10 percent.

Staff recommends that the Company continue to record and monitor monthly water
losses, repair any leak as soon as it is discovered and implement a defective plant replacement
program as a long term solution. Staff recommends that the Company evaluate its water system
and prepare a report for corrective measures demonstrating how the Company will reduce its
water loss to less than 10 percent. If the Company finds that reduction of water losses to less
than 10 percent is not cost-effective, the Company shall submit a detailed cost analysis and
explanation demonstrating why the water loss reduction to less than 10 percent is not cost
effective. The water loss should not be allowed to remain greater than 15 percent.

c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Bisbee system's source capacity of 2,070 GPM and storage capacity of 2,381,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have over 3,500 connections by 2012. The Figure below depicts actual growth from 2003 to
2007 and projects an estimated growth in the service area for the next five years using linear
regression analysis.
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Ajo
(consecutive

to PWS#
10-001)

White
Tank

Pinar Valley Group
(AWC proposed conso1idation)22

System Name

StanfieldCasa Grande
(partially consolidated)
Tierra

Grande

PWS ID# 11-076 11-009 11-014 11-012 10-003 07-128

ADEQ compliant? yes yes yes yes yes yes

ADWR compliant? yes yes yes yes yes yes

AMA Penal Pinar Penal Pima] n/a Phoenix

Number of Connections
at the end of the test year

355 22,529 4,751 213 687 1,694

Is a production capacity
adequate?

yes yes yes yes yes yes

Is a storage capacity
adequate?

yes yes yes yes yes yes

Water Loss 12.6% 6% 9.7% 7.5% 9.4% 7.6%

MAP fee yes no no yes no yes

Number of
Arsenic Treatment Plants

none 5 none
1

none 1

none 1Number of
Nitrate Treatment Plants

none none 1

Purchased Potable Water no no no no yes yes

Date of site visit 1/29/09 1/26/09 1/29/09 1/26/09 2/10/09 2/2/09

Iv. WESTERN GROUP

SUMMARY

The Western Group consists of six independent water systems. Out of four water systems
in the proposed Pinal Valley Group, two systems (Casa Grande & Coolidge) are physically
interconnected." Statistical information for the Western Group systems is tabulated below:

Casa Grande I
wl¢*.¢w.4uv4w.¢r/»rzw»sz4rw»v;a:"v' 4

(mterconnectlon)

Coolidge
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21 According to the Company, the interconnection was installed in 2007.
Hz For location information see Map IV
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
System

20Well # l 55-
616683

75 445 6
Chlorination

SystemWell # 3 55-
801030

25 ]06 2

Total 551

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(Hp>
Quantity

1 215250,000 1
10,000 1 2,000 1 50 1

Total 260,000

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

4 1 8 7 0 5/8x3/4 342 8

6 19,600 1 9
8 18,470 2 3

Comp.3 1
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1. Tierra Grande PWS # 11-076

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves an eastern part of Casa Grande area in Pinal County. Major plant in
service includes 2 wells, 2 storage tanks, pumping facilities and a distribution system serving
approximately 355 connections. A breakdown of the plant facilities is tabulated below:

Wells

5,000
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 585 GPD per connection in July, and the low
water use was 301 GPD per connection in December. The average annual use was 432 GPD per
connection.

g,
3

Jan'07 Feb Apr Jun Jul Sep

Non-account Water

The Company reported 64,873,100 gallons pumped, 56,527.600 gallons sold and 176,300
gallons of authorized non-revenue uses for the test year, resulting in a water loss of 12.6 percent,
which exceeds the recommended threshold amount of 10 percent.

Staff recommends that the Company continue to record and monitor monthly water
losses, repair any leak as soon as it is discovered and implement a defective plant replacement
program as a long term solution. Staff recommends that the Company evaluate its water system
and prepare a report for corrective measures demonstrating how the Company will reduce its
water loss to less than 10 percent. If the Company finds that reduction of water losses to less
than l() percent is not cost-effective, the Company shall submit a detailed cost analysis and
explanation demonstrating why the water loss reduction to less than 10 percent is not cost
effective. The water loss should not be allowed to remain greater than 15 percent.
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C. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Tierra Grande system's source capacity of 551 GPM and storage capacity of 260,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GRGWTH

Based on customer data provided by the Company, it is projected that this system could
have over 385 connections by 2012. The Figure below depicts actual growth from 2003 to 2007
and projects an estimated growth in the service area for the next five years using linear
regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump

(HP)
Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

Well # 19 55-616603 300 1750 1000 20 10 1980 Arsenic Treatment
(Hen fess Road)

Chlorination
Systems

Well # 21 55-503113 250 540 696 20 6 1983
Well # 24 55-540306 300 900 1000 18 8 1993
Well # 30 55-208822 200 720 1000 18 8 2006
Well # 29 55-595284 250 1380 1120 18 10 2004 Arsenic Treatment

(Mission Royale)
Chlorination System

200 M16-460 18 4 - 199T Arsenic Treatment
(Lake in the Desert)
Chlorination System

Well # 27 55-568553

Well # 28 55-571205 350 1590 1210 18 10 1999 Arsenic Treatment
(Arizona City)

Chlorination System

Well # 23 55-522319 300 1000 1005 18 8 1989
Arsenic Treatment

(Cottonwood)
Chlorination

Systems

Well # 25 55-546719 300 1300 1074 18 8 1994
Well # 26 55-560803 300 1420 1000 18 10 1997
Well # 10 55-616595 200 900 1025 20 8 1960
Well # 14 55-616598 40 150 600 20 4 1982
Well # 17 55-616601 200 770 739 16 6 1975
Well # 20 55-616604 300 1150 1000 20 10 1977
Well# 31 * 55-210294 200 1200 1500 18 10 2006
Well# 32* 55-21448 250 1250 1200 18 10 2007 Chlorination System

Well# 33 * 55-212523 250 1100 1000 18 10 2007 Chlorination System
Well # 34(NS) 55-616588 350 150 1100 16 none 1970 n/a
Well # 9(NS) 55-616594 200 400 1055 16 8 1958 n/a

Inactive 55-616583 n/a
Inactive 55-506809 800 850 20 1983 n/a
Inactive 55-616597 n/a
Inactive 55-616602 n/a

Notes: *) - Plant put in service in 2008, (NS)-not in service
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2. Casa Grande PWS # 11-009

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Casa Grande area in Pinal County. Major plant in service includes
17 active wells, 5 arsenic treatment plants, 9 storage tanks, pumping facilities and a distribution
system serving approximately 22,529 connections. A breakdown of the plant  facilit ies  is
tabulated below:

Wells



Well ID Plant Name Maximum
Capacity
(GPM)

Vendor Ownership Site Prep.
Completion

Date

Plant Placed
in Operation

Date

Wells #in,
#21, #24, #30

Harness Rd. 4,500 Layne AWC Owned March 2007 July 2007

Well # 29 Mission Royale 1,500 Layne AWC Owned July 2007 August 2007
Well # 27 Lake in the

Desert
400 Layne AWC Owned May 2008 July 2008

Well # 28 Arizona City 1,500 Layne AWC Owned June 2007 May 2008
wen #10, #14,
#17,#20,#23,
#25, #26, #31

Cottonwood 5,800 Layne AWC Owned February
2007

October
2007

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)

Quantity

35,000 1 5,000 2 20 2
110,000 1 6,000 1 25 4
115,000 1 30 2
650,000 1 40 6

1 ,000,000 1 100 1
1,100,000 1 150 1
2,000,000 1 300 1*

5,000,000 2
Total 15,110,000

Note: (*) Plant put in service in 2008

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 41,536 5/8x3/4 21,089 2,763
3 23,570 1 791
4 248,529 2 419
6 1,165,322 Comp.3 29
8 403,649 Comp.4 25

10 34,447 Comp.6 16
12 396,663 Comp.8 1
14 1,265
16 66,862
20 1,020
24 39,911
36 1,585 Total 22,370
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Arsenic Treatment Plants
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 695 GPD per connection in July, and the low
water use was 384 GPD per connection in March. The average annual use was 546 GPD per
connection.

E

Jan07 Feb Jul

Non-account Water

The Company reported 4,736,638,000 gallons pumped, 4,442,579,900 gallons sold and
13,417,100 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 6
percent. This percentage is within acceptable limit of 10 percent.

c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Casa Grande system's source capacity of 17,580 GPM and storage capacity of 15,010,000
gallons is adequate to serve the present customer base and reasonable growth.
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D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 33,000 connections by 2012. The Figure below depicts actual growth from
2003 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

Well # 7 55-616606 200 1070 1100 20 8 1956 Chlorination System
Well # 9 55-616608 200 1350 470 20 10 1961 Nitrate Treatment

Chlorination SystemWell # 10 55-616609 200 1370 980 20 12 1973
Well # 13 55-212419 200 450 2000 18 10 2007 Chlorination System
Well # 2 55-616687 30 230 542 8 4 1971 Chlorination System
Well # 1

(Not in service)
55-616686 30 none 1930 n/a

Well # 11
(Not in service)

55-210293 2000 18 2007 n/a

Total 4,470

Well ID Maximum
Capacity (GPM)

Manufacturer/
Vendor

Ownership Site Prep.
Completion

Date

Plant Placed
in Operation

Date

Wells #9& #10 1,000 Layne AWC Owned June
2007

July 4, 2008

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)

Quantity

15,000 1 2,000 1 125 2
100,000 1 5,000 1 60 2
500,000 1 15 1

1,000,000 1 10 2
107 1

Total 1,615,000
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3. Coolidge PWS # 11-014

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Coolidge area in Pinal County. Major plant in service includes 5
active wells, 1 nitrate treatment plant, 4 storage tanks, pumping facilities and a distribution
system serving approximately 4,751 connections. A breakdown of the plant  facilit ies  is
tabulated below:

Wells

Nitrate Treatment P1ant23

23 Per Colnpany's e-mail dated January 30, 2009



Mains Customer Meters Fire I-Iydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2 9,850 5/8x3/4 5084,498
3 1,675 1 151

4 94,839 2 78
6 175,714 Comp.3 3

8 49,888 Comp.4 5

10 22,527 Comp.6 3

12 49,383
16 190
20 200 Total 4,738
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WATER USE

Water Sold

The Figure below represents  the water  consumpt ion da ta  for  the tes t  year  ending
December  31 ,  2007 ,  p r ovided by the Compa ny in i t s  wa ter  use da ta  sheet . Customer
consumption included a high monthly water use of 579 GPD per connection in July, and the low
water use was 251 GPD per connection in January. The average annual use was 399 GPD per
connection.
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Non-account Water

The Company reported 769,435,300 gallons pumped, 682,057,600 gallons sold and
12,693,200 gallons of authorized non-revenue uses for the test year, resulting in a water loss of
9.7 percent. This percentage is within acceptable limit of 10 percent. However, Staff
recommends that the Company monitor this water system closely and take action to ensure that
the water loss remains less than 10 percent in the future.

c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Coolidge system's source capacity of 4,470 GPM and storage capacity of 1,615,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 7,250 connections by 2012. The Figure below depicts actual growth from
2003 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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AWC
Well ID

ADWR
Well
ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
System

Well # 1 55-
616684

100 320 811 16 4 Arsenic/Nitrate
System

Chlorination
Sys tem"

Well # 3 55-
526586

60 200 1002 18 4 1990

Total 520

Well ID Plant Name Maximum
Capacity
(GPM)

Vendor Ownership Site Prep.
Completion

Date

Plant Placed
in Operation

Date
Wells #l& #3 350Stanfield Basin Lease May 2007 April 2008

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

100,000 5,000 l 101
20,000 1 6,000 1* 15 *

16,000 1*

Total 120,000
Notes: (*) Plant not in service (** ) Plant replaced in 2008
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4. Stanfield PWS # 11-012

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Stanfield area in Penal County. Major plant in service includes 2
wells, l arsenic/nitrate treatment plant, 2 storage tanks, pumping facilities and a distribution
system serving approximately 213 connections. A breakdown of the plant facilities is tabulated
below:

Wells

Arsenic/Nitrate Treatment Plant

24 Well #3: Chlorinator and building are not in service



Mains Customer Meters Fire Hydrants
Size(inches) Length (feet) Size (inches) Quantity Quantity

2 420 2015/8x3/4 1 2

4 7,680 l 5

6 11,957 2 4
Total 210
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WATER USE

Water Sold

Figure below represents the water consumption data for the test year ending December
31, 2007, provided by the Company in its water use data sheet. Customer consumption included
a high monthly water use of 527 GPD per connection in July, and the low water use was 246
GPD per connection in January. The average annual use was 374 GPD per connection .
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Non-account Water

The Company reported 31,098,900 gallons pumped and 28,774,600 gallons sold resulting
in a water loss of 7.5 percent. This percentage is within acceptable limit of 10 percent.
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c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
Stanfield system's source capacity of 520 GPM and storage capacity of 120,000 gallons is
adequate to serve the present customer base and reasonable growth.

D. GROWTH

Based on customer data pro ideal by the Company, it is projected that this system could
have approximately 214 connections by 2012. The Figure below depicts actual growth from
2004 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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Wells none

Description Meter Size
(in inches)

Capacity
(GPM)

Gallons
Purchased

Water
Treatment

Ago Improvement
Company water system 4 270 57,588,000

Chlorination
System

Storage Tank Pressure Tank Booster Pumps
Capacity (gallons) Quantity Capacity

(gallons)
Quantity Capacity

(HP)
Quantity

1500,000 none 15 2
250,000 1 10 1

Total 750,000

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

4,125 476475/8x3/42
3 294 1 27
4 43,884
6 33,133
8 3,085

Total 674
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5. Air PWS # 10-003

A. LOCATION AND DESCRIPTION OF THE SYSTEM

This system serves the Ajo area in Pima County. The Ajo system has no wells and is
purchasing water from the Ajo Improvement Company. The Ajo system is served by a 4-inch
master-meter. Major plant in service includes 2 storage tanks, pumping facilities and a
distribution system serving approximately 687 connections. A breakdown of the plant facilities is
tabulated below:

Wells

Other Water Sources
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B. WATER USE

Water Sold

The Figure below represents the water consumption data for the test year ending
December 31, 2007, provided by the Company in its water use data sheet. Customer
consumption included a high monthly water use of 256 GPD per connection in June, and the low
water use was 140 GPD per connection in December. The average annual use was 205 GPD per
connection.

Jan'o7 Feb Jul

Manias

Non-account Water

The Company reported 57,588,000 gallons purchased, 51,738,700 gallons sold and
434,000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 9.4
percent. This percentage is within acceptable limit of 10 percent. However, Staff recommends
that the Company monitor this water system closely and take action to ensure that the water loss
remains less than 10 percent in the future.

c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that Ajo
system has adequate water  supply and storage capacit ies  to serve its  customer  base and
reasonable growth.
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D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 700 connections by 2012. The Figure below depicts actual growth from
2003 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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AWC
Well ID

ADWR
Well

ID

Pump
(HP)

Pump
Yield

(GPM)

Casing
Depth
(feet)

Casing
Diameter
(inches)

Meter
Size

(inches)

Year
Drilled

Water Treatment
Systems

Well # 2 55-616689 30 175 3 Arsenic Treatment
Chlorination

Systems
Nitrate Treatment

Well # 4 55-616691 60 575 12 4 1969
Well # 8 55-584393 100 182 1000 12 4 2001

Well # 7 55-616693 100 450 20 4

Well # 9
(future well)

55~203266

Well # 10
(future well)

55-201426

Total 1,382

Description Meter Size
(in inches)

Capacity
(GPM)

Gallons
Purchased

Water
Treatment

AA Emergency Interconnect (Citrus) 2 160 1,992,200 none
AA Emergency Interconnect (Indian School) 3 350 54,156,500 none

Total: 56,148,700

Well ID Plant
Site

Maximum
Capacity
(GPM)

Manufacturer/
Vendor

Ownership Year Site
Preparation
Completed

Plant Placed
in Operation

Wells
#2,#4, #7 8; #8

Monte
Vista

1,450 Layne AWC Owned November
2007

March
2008
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6. White Tank PWS # 07-128

A. LOCATION AND DESCRIPTION OF THE SYSTEM

The White Tank system ("WT") serves the White Tank area northwest of Phoenix in
Maricopa County. In addition to groundwater pumped from four wells,  WT supplements its
water supply by purchasing water from the Arizona American Agua Fria system ("AA") during
peak summer demand periods. Major plant in service includes 4 active wells, l arsenic treatment
plant, l nitrate treatment plant, 4 storage tanks, pumping facilities and a distribution system
serving approximately 1,694 connections. A breakdown of the plant facilities is tabulated below:

Wells

Other Water Source

Arsenic Treatment Plant



Well ID Plant
Site

Maximum
Capacity
(GPM)

Manufacturer/
Vendor

Ownership Year Site
Preparation
Completed

Plant Placed
in Operation

Well #7 Go
Lightly

550 Layne AWC Owned June
2007

June

200725

Storage Tanks Pressure Tanks Booster Pumps
Capacity (gallons) Quantity Capacity (gallons) Quantity Capacity (HP) Quantity

50,000 1 5,000 2 5 2
100,000 1 40 2
500,000 1

1,000,000 1
Total 1,650,000

Mains Customer Meters Fire Hydrants
Size (inches) Length (feet) Size (inches) Quantity Quantity

2202 5/8x3/4 1,5831,610
4 14,490 1 87
6 162,264 2 16
8 108,436 Comp.3 2

12 30,296 Comp.4 1
14 60 Comp.6 1
16 380 Total 1,690
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Nitrate Treatment Plant

B. WATER USE

Water Sold

The Figure below represents  the water  consumpt ion da ta  for  the tes t  year  ending
December  31 ,  2007 ,  p r ovided by the Compa ny in i t s  wa ter  use da ta  sheet . Customer
consumption included a high monthly water use of 850 GPD per connection in September, and
the low water use was 345 GPD per connection in March. The average annual use was 592 GPD
per connection.

z5 MCESD issued the final Approval of Construction for this Nitrate Treatment System on March 6, 2009.
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Jarr'07 Feb May Jul

Months

Non-account Water

The Company reported 397,991,500 gallons pumped, 367,328,700 gallons sold and
234,000 gallons of authorized non-revenue uses for the test year, resulting in a water loss of 7.6
percent. This percentage is within the acceptable limit of 10 percent.

c. SYSTEM ANALYSIS

Based on the data provided by the Company for the Test Year, Staff concludes that the
White Tank system has adequate water supply and storage capacities to serve its customer base
and reasonable growth.

D. GROWTH

Based on customer data provided by the Company, it is projected that this system could
have approximately 2,200 connections by 2012. The Figure below depicts actual growth from
2003 to 2007 and projects an estimated growth in the service area for the next five years using
linear regression analysis.
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v. ADEQ COMPLIANCE

Compliance Status

ADEQ or its formally delegated agent, the Maricopa County Environmental Services
Department ("MCESD"), monitors community water systems for compliance. Forest Towne
water system (PWS # 09-002) has less than 15 connections and is not considered a community
system at this time. Subsequently, it is not subject to ADEQ Compliance monitoring.

ADEQ/MCED has reported that except for the Lakeside system, all other twenty AWC
community water systems have no deficiencies and these systems are currently delivering water
that meets water quality standards required by Arizona Administrative Code, Title 18, and
Chapter 4.26

ADEQ has reported major deficiencies in monitoring and reporting requirements for the
Company's Lakeside water system (PWS # 09-003). The Company has not submitted VOC
(Volatile Organic Chemical) water quality data as required for 2007 and 2008. Because of the
compliance monitoring deficiencies, ADEQ cannot determine if the Company's system is
currently delivering water that meets water quality standards required by Arizona Administrative
Code, Title 18, Chapter 4.

Water Testing Expense

Participation in the ADEQ Monitoring Assistance Program ("MAP") is mandatory for
community water systems, which serve less than 10,000 persons (approximately 3,300 service
connections). Because the Company is able to monitor its systems at a lower cost than the MAP,
the Company has chosen not to participate in the MAP for its five larger systems (with more than
3,300 service connections): Apache Junction, Casa Grande, Coolidge, Lakeside and Sedona.
The Company's two consecutive systems, San Manuel and Ago, are not required to participate in
the MAP. All other AWC community systems participate in the MAP. The Company's MAP
surcharge tariff has been approved in prior rate cases. The Company reported 2007 MAP costs
totaling $66,992 and 2007 MAP surcharge revenues totaling $64,103.

The Company reported its water testing expenses for the test year in the "Water
Treatment" operating expenses account. Based on the Company's responses to data requests, the
test year water testing expenses are as follows: Northern Group at $17,l75, Easter Group at
$26,756 and Western Group at $21,528, totaling $65,459 (these amounts do not include 2007
MAP costs).

Staff reviewed the Company's water testing expenses and calculated an estimate of water
testing costs based on the current monitoring sample schedules provided by ADEQ. The
Company's reported expenses were lower than Staff's estimate. Therefore, Staff recommends

26 Per ADEQ/MCED Compliance Status Reports dated January and February 2009,
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that the Company's reported annual water testing expense of $65,459 be accepted for this
proceeding.

VI. ADWR COMPLIANCE27

The following Company's systems are not located in any Active Management Area
("AMA"): Lakeside, Overgaard, Forest Towne, Sedona, Valley Vista, Pinewood, Rimrock,
Miami, Winkelman, San Manuel, Sierra Vista, Bisbee and Ajo. (The Forest Towne water system
is not a community system and is not subject to ADWR filing of Annual Report and System
Water Plan.) The ADWR has determined that these systems are in compliance with the reporting
requirements and the System Water Plans filed met ADWR requirements.

Apache Junction, Superior and White Tank systems are located in the Phoenix AMA.
Tierra Grande,Casa Grande, Coolidge and Stanfield systems are located in the Penal AMA. The
Oracle system is located in the Tucson AMA. The ADWR has determined that these systems are
in compliance with the reporting requirements and the System Water Plans filed met ADWR
requirements, and, except for Superior and Oracle, a Management Plan filed for each system
within AMA is in compliance with ADWR requirements.

ADWR has determined that Management Plans filed for Superior and Oracle systems are
not in compliance with ADWR requirements with regard to potential Lost and Unaccounted for
Water ("L&U") violations.

VII. DEPRECIATION RATES

In the previous rate cases for the Eastern and Western Groups, the individual component
depreciation rates developed by the Company were approved per Commission Decisions Nos.
66849 and 68303. Those depreciation rates have been carried forward and proposed in this rate
application. Staff recommends the adoption of the previously approved depreciation rates
developed by the Company in this company-wide rate case. These rates represented in Table
A.

27 Per ADWR Compliance Repous dated December 2008 and May 2009.



Plant Account
No. Depreciable Plant

Average
Service Life

(years)

I

I

I
I

1

AWC
Developed
Rates (%)

314I Wells & Springs 32 3.13
321

I
K

I
Pumping Plant Structures & Improvements 35 2.86

325 Electric Pumping Equlpment 17 5.88
i

I
I

328

331

Gas Engines 25 4.00
Water Treatment Structures & Improvements 40 2.50

I 332 Water Treatment Equipment 35 2.86
341 Transmission/Distribution Structures 30 3.33
342 Storage Tanks 50 2.00
343 Transmission/Distribution Mains 56 1.79
344 Fire Sprinkler Taps 50 2.00
345 Services 42 2.38
346 Meters 22 4.55
348 Hydrants 55 1.82
390 General Plant Structures 40 i|2.50
391 Office Furniture & Equipment 15 16.67

5.00393 Warehouse Equipment 20
394 Tools, Shop & Garage Equipment 25 4.00
395 Laboratory Equipment 20 5.00 i

396 Power Operated Equipment 15 |6.67
397
398

Communication Equipment 15 6.67
Miscellaneous Equipment 30 3.33
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TABLE A

COMPONENT DEPRECIATION RATES



Company's Current Charges Company' s Requested Charges

Meter Size Meter Size
i
) Service Line

Charges
Meter

Charges
Total

Charges

5/8"x 3/4" (a) 5/8"x 3/4" $445 $155 $600
1 "

(a) I 1 " $495 $315 $810
2 "

(b)
2'7

'g 2"- Turbine
_ Compound

$830
$830

$1,045
$1,890

$1,875
$2,720

$1,045
$1,165

$1,670
$2,545

$2,715
$3,710

3 "
(b)

$1,490
$1,670

$2,670
$3,645

$4,160
$5,315

4 "
(b)

$2,210
$2,330

$5,025
$6,920

$7,235
$9,250

6 "
(b)

$2,210
$2,330

$5,025
$6,920

$7,235
$9,250

8 "
(b)

10"
(b) 10" ~Tu1'bine

10"-Compound
$2,210
$2,330

$5,025
$6,920

$7,235
$9,250

(a) NO charge for 5/8"x 3/4" and 1"if on existing
pipelines, Full cost for 5/8"x 3/4" and 1"if on
new pipelines.

(b) Full cost for 2" and larger if on existing
pipelines.

Note: Meter charge includes meter box or vault.
iII
I

3"_
3"- Turbine

Compound
4"- Turbine
4"- Compound
6"-Turbine
6"-Compound
8" -Turbine
8" -Compound
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VII. O T H E R ISSUE S

Service Line and Meter Installation Charges

The Company has r equested changes in  i t s  ser vice l ine and meter  in sta l la t ion  char ges.
Th ese ch ar ges a r e r efun dable advan ces an d th e Compan y' s  r equested ch ar ges a r e in  th e upper
range of charges typical ly r ecommended by Staff.  The Company a lso has r equested charges for
t h e  i n s t a l l a t i on  of  8 - i n ch  a n d  10 - i n ch  ser vi ce  l i n es  a n d  m et er s  i n  t h e  a m oun t  equa l  t o  t h e
proposed 6-inch  in sta l la t ion  charges. St a ff con cur s  wi th  us in g  th i s  appr oach  for  l a r ger  s i ze
meter s .  Sta ff r ecommen ds th e acceptan ce of th e Compan y' s  r equested  in sta l l a t ion  ch ar ges as
shown in  Table B.

TABLE B

SERVICE LINE AND METER INSTALLATION CHARGES
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Curtailment Plan Tariff

The Company has an approved curtailment plan tariff.

Backflow Prevention Tariff

The Company has an approved backflow prevention tariff.


